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PERMANENT CERTIFICATES FOR LOCAL SERVICE 
AIR CARRIERS 


MONDAY, FEBRUARY 21, 1955 


Unrrep States SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Wash ingqto . dD. Ct 


Che committee met at 10 a. m., in room G—16, United States Capitol, 
Senator A. S. Mike Monroney, presiding. 

Present: Senators Monroney, Bible, Schoeppel, and Payne. 

(Professional staff member assigned to this hearing: Edward C, 
Sweeney, aviation counsel.) 

Senator Monroney. The subcommittee will come to order. We 
have before use the bill S. 651 referred to the Subcommittee on Avia- 
tion by the full Committee on Interstate and Foreign Commerce. 

(The bill referred to is as follows:) 


[S. 651, 84th Cong., 1st sess. ] 
A BILL To amend section 401 (e) (2) of the Civil Aeronautics Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 401 (e) (2) of the Act of June 
23, 1938, as amended (49 U. S. C. 487 (e) (2); 52 Stat. 987), is amended by 
adding the following: 

“(3) If any applicant who makes application for a certificate within one 
hundred and twenty days after the enactment of this section shall show that, 
from the date of enactment of this section until the date of its application, it 
or its predecessor in interest, was an air carrier furnishing, within the conti- 
nental limits of the United States, local or feeder service consisting of the 
carriage of persons, property and mail, under a temporary certificate of public 
convenience and necessity issued by the Civil Aeronautics Board, continuously 
operating as such (except as to interruptions of service over which the applicant 
or its predecessor in interest have no control) the Board, upon proof of such 
fact only, shall, unless the service rendered by such applicant for such period 
was inadequate and inefficient, issue a certificate or certificates of unlimited 
duration, authorizing such applicant to engage in air transportation between 
the terminal and intermediate points within the continental limits of the 
United States between which it, or its predecessor, so continuously operated 
between the date of enactment of this section and the date of its application: 
Provided, That the Board in issuing the certificate is empowered to limit the 
duration of the certificate as to those intermediate points which have, over a 
reasonable period of time, generated insuflicient traffic and revenues to reim- 
burse the applicant carrier for its direct costs and a reasonable share of its 
indirect costs incurred in serving such points.” 


Senator Monroney. Our first witness is Mr. John F. Floberg, Chair- 
man of the Conference of Local Airlines. Mr. Floberg, do you have a 
statement ? 

_Mr. Fronerc. Yes, Senator, I have a prepared statement and I have 
given copies of it to members of the subcommittee who are present. 
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I have other copies for those who have not yet arrived and I have 
given to Mr. Sweeney a substantial number ‘of copies of this state- 
ment and there will be m: uny more copies available. 


STATEMENT OF JOHN F. FLOBERG, CHAIRMAN, CONFERENCE OF 
LOCAL AIRLINES 


Mr. Frioperc. Mr. Chairman and gentlemen of the subcommittee. 
My name is John F. Floberg. Iam chairman and Washington counsel] 
of the Conference of Local Airlines in whose behalf I appear today 
before this subcommittee in support of S. 651. My local address and 
that of the conference is 800 World Center Building. 

The Conference of Local Airlines is an association made up of 14 
local or feeder carriers: Allegheny Airlines, Bonanza Air Lines, Cen- 
tral Airlines, Frontier Airlines, Lake Central Airlines, Mohawk Air- 
lines, North Central Airlines, Ozark Air Line, Piedmont Airlines, 
Pioneer Air Lines, Southern Airways, Southwest Airways, Trans- 
Texas Airways, and West Coast Airlines. On March 31, 1955 Pioneer 
will cease to be a member of the conference as its merger into Con- 
tinental Airlines, a trunkline, becomes effective. 

I wish at this point to express to you my appreciation and that of 
all the members of the conference for furnishing us this opportunity 
to discuss our problems with this committee : and to present our views 
on S. 651. 

Local service or feeder airlines have come into existence since the 
end of World War II. They are the new and small businesses that 
have been established in the scheduled air transport industry in ac- 
cordance with the Civil Aeronautics Act. The oldest of the feeders 
has been operating less than 10 years, while the youngest has been 
operating only 414 years, and I believe that in the course of this state- 
ment I shall be able to demonstrate the am: izing progress that their 
enterprising managements have accomplished in | these few years. 

In August 1943, the Civil Aeronautics Board initiated a public in- 
vestigation to determine the feasibility of extending scheduled air 
transportation to small- and intermediate-size communities. By Jan- 
uary 1944, there were on file with the Board over 400 applications for 
new domestic air services. During extensive hearings before an ex- 
aminer of the Civil Aeronautics Board all segments of the air- 
transport industry, as well as other transportation groups, presented 
evidence. After the issuance of the examiner’s report and oral argu- 
ment by many of the parties, the Civil Aeronautics Board in July 
1944, announced its opinion. 

In this opinion the Board recognized the many problems involved in 
certifying a new class of air carriers to serve small- and intermediate- 
size cities, but it also recognized the responsibility imposed by the 
Civil Aeronautics Act “to encourage the development of an air trans- 
port system properly adapted to the present and future needs of 
the commerce of the United States, the Postal Service, and the na- 
tional defense, and to encourage the development of civil aeronautics 
generally,” and because of this congressional directive, the Board de- 
cided to authorize local or feeder service on an experimental basis. 

Over the next few years the Civil Aeronautics Board authorized 20 
local service carriers to perform air services by granting certificates 
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of public convenience and necessity. Each of these carriers went 
through the full procedure required by section 401 of the Civil 
Aeronautics Act; each filed an application; each waited its turn on 
the Board’s docket; each presented evidence in long and complex 
hearings; and each argued its case to the Board. Each proved to 
the Board as required by section 401 (d) that it was— 

fit, willing, and able properly to perform such transportation, and to conform 
to the provisions of this Act and the rules, regulations, and requirements of the 
Board, 

In each case the Board determined that the public convenience 
and necessity required the service which it was certifying. The re- 
sults which have followed the certifying of local independent airlines 
have proved the wisdom of the Board’s action. By bringing new 
small and locally conscious businesses into the industry, the local 
carriers have generated traffic at points formerly served by the 
trunks far in excess of that developed there by the trunks. 

Example after example could be given of cities where the local 
service carrier has doubled or trebled, or more, the number of pas- 
sengers which trunklines, formerly treating the town in question as 
a mere interruption in a long-distance flight, which flight was sched- 
uled primarily for the convenience and traveling schedules of the 
long-distance passengers, formerly carried. 

This growth is easily explained in the fact that the local airlines 
are devoted completely to the small and intermediate-size communi- 
ties and have geared their flight operations and sales solicitations 
programs to fit these communities’ requirements rather than merely 
fitting these communities, regardless of their requirements, into the 
long-distance operations characteristic of the trunks. 

‘Today we have 14 local service airlines offering air service to the 
smal! communities in the United States. In addition to the original 
proceeding for a certificate of public convenience and necessity de- 
scribed above, all these 14 airlines have successfully undergone the 
proceedings for at least one renewal of.their certificates. The follow- 
ing charts show the details of the local service carriers’ certificate 
authorizations and renewals: And I won’t go through those charts 
in detail, gentlemen. I will make a couple of observations in connec- 
tion with them. 

(The chart above referred to is as follows :) 


Original certificate 


ani ee ee Date of service Term ns 

Carrier Effective date inauguration (years Expiration date 
Allegheny | January 1949 March 1949 3 | January 1952 
Bonanza Novem ber 1949 December 1949 3 | December 1952. 
Central Novem ber 1946 Septem ber 1949 3} May 1950 
Frontier March 1946 Novem ber 1946 3 | March 1949 
Lake Central February 1948 Novem ber 1949 3 | February 1951 
Mohawk June 1948 Septem ber 1948 3 | June 1951 
North Central October 1947 February 1948 3) October 1950 
Ozark. Septem ber 1950 Septem ber 1950 3 | Septem ber 1953 
*iedmont Decem ber 1947 Septem ber 1948 3 | December 1950 
Pioneer Novem ber 1943 August 1945 3 December 1946, 
Southern February 1949 June 1949 3 | February 1952 
Southwest May 1946 Decem ber 1946 3 | November 1949 
Trans-Texas Nover ber 1946 October 1947 3) May 1950 
West Coast May 1946 Septem ber 1946 3 | Septem ber 1949 
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Renewed certificates 


First renewal Second renewal 
C 
' ; Term > 
Expiration date : Expiration dat 
il (years 
All December 19 
B December 1957 
or 4 February 19 
Fr | hl 
Lake I) mber 54 ] Dece ber 19 
Vohaw 7 J e 1958 
rth Ce I September 19 
Ozark September 1958 
Piedmor 7 December 1957 
I m November 1949 Sente ber 1954 
th December 19 
uthwe September 1954 
Prans-Texas 4 March 1954 (2 
West Coast 5 September 1954 ( 
Pre ring cy I ( ii ( Feb. 24 ) 
Hear ( nding examiner’s dec 1 
§ Prehea scheduled for Mar. 1, 1955 





One observation is that the arithmetic doesn’t necessarily add up, 
in the cases of several of the carriers, in calculating renewal in terms 
of the previous expiration date and the subsequent expiration date. 

sy that I mean sometimes when it says in here a 4-year renewal, you 
will note that the new expiration date is not exac ‘tly 4 years fromthe 
previous expiration date. That is a matter of the way the orders 
read and there is no special mystery to that. 

[ would like to point out a specific example, however, to show just 
what I have done here. Ozark, which is about half way down the 
column, Ozark’s certificate expired September 1953. About a month 
ago they got a new certificate which expires September 1958. Theo- 
retically, I suppose that is a 5-year certificate although it didn’t say 
so on its face; it is only 314 years from now until the certificate ex- 
pires, and actually there are still parts of that certificate in litigation 
so that even what there is cannot be called final. 

There are many other cases like this where the people have had a 
3- or 4-year renewal, but a year or year and a half or more of the 
period has already gone by when they get their renewal, so the 
ostensible period of renewal and the actual period of renewal might 
be quite different. 

Senator Monroney. At that point they are undergoing sort of a 
suspended animation, not knowing whether they w ill be certificated 
or not; is that it? 

Mr. Fiorerc. Yes, they are operating under the provisions of the 
Administrative Procedure Act and they are in a kind of limbo, o1 
rather purgatory, until the matter is decided. 

I might make a further observation, Senator. Although this chart 
shows that everybody has had 1 renewal and several have had 2, in 
practical effect some of these lines have been through 5 or 6 renewal 
proceedings because of the nature of having particular routes or seg- 
ments in addition to their certificate renewed. 

Some of them are almost perpetually in a renewal situation. There 
is some point, in reference to this chart, Senator, where things cease 
to be experimental. I don’t think anybody questions the wisdom of 


» 


the Board in making the initial 8 years on an experimental basis, but 
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now some of these lines have been on an experimental basis under 
temporary certificates for nearly 10) years, and the experiment has 
begun to rival in length the noble e xperiment. 

Senator ScrorpreL. Do you cover this in your statement later on / 

Mr. Fionerc. This is just an ad lib I am adding here. 

Senator ScnorpreL. But 1 want to get clear, do you show on some 
chart or in some way the lines that have had all of these renewals ? 

Mr. Fioverc. You note on the chart the oldest. Some of them go 
back to 1943, Pioneer’s certificate. Most of them were 1946. And 
most of these have been in this state of temporary certification since 
1946 and they have had 1 or 2 renew: als. You cease to be experimental 
at some point. 

It reminds me of the story, Senator, about the complainant in the 
rape case who was put on the stand and before she had a chance to 
ident herself, she turned to the judge and said, “Judge, 1 didn’t 
mind the first time, but it was rape, rape, rape all summer.” And 
it seems to me that is how these experiments run sometimes. It is an 
experiment, but it keeps on going forever. 

S. 651, if enacted, will grant to the local service airlines the same 
type of “grandfather” rights that the Civil Aeronautics Act of 1938 
granted to the trunk airlines. The presidents of the local airlines 
will testify in detail about the time-consuming renewal proceedings 
which the local service carriers must undergo and about the tre- 
mendous aid which permanent certification would be to this segment 
of the industry. 

There are at this very time four of the local carriers in the process 
of litigation for their second renewal certificates. and two renewal 
cases have been recently completed. These presidents will testify 
concerning the burden of time and expense placed on their companies 
by these renewal proceedings, as well as the serious diversion of 
executive talent to them, which talent could well be used to greater 
advantage in the day-to-day operation of the lines. You will like- 
wise hear testimony of the substantial investment of time and mone y 
which municipalities, States, and other users of the service of the 
local carriers devote to the periodic renewal proceedings. 

The local airlines as an industry group have been in operation less 
than 6 years. Today the local airlines have a route structure of 
approximately 50,000 miles and serve 444 cities in 42 States. Over 
17 million people reside in the areas served by the local carriers. Of 
the 444 cities served, 264 cities are served exclusively, most of them 
for the first time, by the local airlines. I have attached at the end of 
my statement a list by States of the cities served. 

I have here two maps of the United States which show somewhat 
more graphically than can any list the extent of service which the 
local airlines are rendering. I believe these charts show the degree 
of acceptance of local air service by the publie and show the wisdom 
of the Board’s action in certifying air transportation to the smaller 
and intermediate-size cities of the United States. And these two 
charts are reproduced in your statement, gentlemen. 

(The charts above referred to are herewith inserted.) 
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Mr. Fionerc. The progress of the local carriers. The following 
table indicates in purely statistical form the growth of the local air- 
lines over the last 10 years, and I will not read all of the figures in 
those charts. I will leave that for your later study, gentlemen. 

(The table above referred to is as follows :) 


Progress of the local carriers 


LOCAL SERVICE AIRLINES REVENUE GROWTH, 1946-54 








Yea Passengers Mail mrpoees one’ Other 
1946 $314, 638 $1, 558, 614 $13, 008 $44, 
1947 2, 280, 124 5, 057, C97 60,179 150 931 
1045 4, 666, 549 11, 282, 490 147, 159 195, 511 
1949 7, 362, 007 14, 054, 998 252, 159 271, 466 
1950 10, 302, 859 442,046 763, 718 
1951 r 629, S86 962, 801 
1952 21,151, 593, 661 S05, 878 
1953 24, 182, 057 903, 003 763, 7€ 
1954 24, 656, 008 1,001, 261 1, 164, 092 
LOCAL SERVICE AIRLINES TRAFFIC, 1945-54 
Veer Revenue pas-) Airmail, ton- | Express, ton-| Freight, ton- otal Ailes Gin’ 
; sengers miles miles miles on ms - 
thousands) 
1945... ‘ . 4, 452 74, 510 DE 202 
1946 _. 25, 118 60, O88 24, 354 25 688 
1947__. 235, 585 167, 564 117, 523 | 62, 039 | 4, 682 
1948 425, 695 361, 984 189, 550 | 264, 794 | 9, 040 
1949. __ 683, 811 432, 628 320, 143 | 435, 993 | 14, 328 
1950____- 987, 931 559, O85 | 614, 139 | 714, 346 | 21, 480 
1951__- 1, 462, 083 765, 456 | 864, 946 | 884,417 | 30, 709 
1952__. 1, 703, 730 893, 057 | 866, 526 | 1, 081, 319 35, 130 
1953 - - 1, 998, 128 976, 003 927, 571 1, 149, 905 | 39, 625 
1954 -.- i 2, 423, 485 1, 227, 083 1, 042, 954 1, 158, 347 | 47, 154 


Mr. Fioserc. I would like, however, to point out the 1954 figures in 
every column showing the substantial progress made over previous 
years by the local carriers as an industry group. These are industry- 
wide figures. 

In 1954 the local airlines carried 2,423,485 revenue passengers. You 
will note that total commercial revenues in 1954, exclusive of mail pay, 
were approximately $29,786,500. Thus the number of revenue pas- 
sengers has increased by about one and a half times in the last 4 years 
and so has the total of commercial revenues. The growth of the vol- 
ume of mail handled by the local service airlines has increased from 
559,085 ton-miles in 1950 to 1,227,083 in 1954. 

I would like at this point to refer to three charts which I have pre- 
pared and which show first, the operational progress, second, the reve- 
nue progress, and third, the progress per aircraft-mile of the local 

carriers over the last few years. 
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ROUTE EFFECTIVE DATE OF EXPIRATION DATE 
WO. AIR CARRIER ORIGINAL CERTIFICATE OF PRESENT CERTIFICATE 
64— Pioneer Air Lines, Inc.————— November 5, 1943-——— September 30, 1954 
73—- Frontier Airlines, Inc, ————— March 28, 1946————— March 31, 1955 
76— Southwest Airways Company— May 22, 1946 September 30, 1954 
77— West Coast Airlines, Inc. May 22, 1946——————— September 30, 1954 
81— Central Airlines, Inc. +/ November 14, 1946—— February 20, 1956 
82—Trans-Texas Airways——————- November 14, 1946—— March 3], 1954 
86—North Central Airlines, Inc.— October 3, 1947————— September 30, 1955 
87— Piedmont Aviation, Inc.————— December 12, 1947——— December 31, 1957 
88— Lake Central Airlines, Inc 2/— February 6, 1948 December 31, 1954 
94— Mohawk Airlines, Inc.———————- June 28, 1948 ——————- June 30, 1958 
97——Allegheny Airlines, Inc.————— January ll, 1949 December 31, 1956 
98— Southern Airways, Inc.—————— February 8, 1949 December 31, 1956 
105— Bonanza Air Lines, Inc.————— November 22, 1949—— December 31, 1952 
106— Braniff Airways, Inc.———————September 26, 1950—— September 26, 1953 
107— Ozark Airlines, Inc.2/————— September 26, 1950——September 30, 1958 


~/Route as shown in amended certificate effective October 5, 1954 
2/Route as shown in amended certificate effective October 19, 1954 
2/Route as shown in amended certificate effective October 19, 1954 


WELICOPTER ROUTES MOT SHOWN ON MAP a 


84—Los Angeles Airways, Inc. 

(Les Angeles Area) ——————- May 20, 1947———————September 30, 1956 
96—Helicopter Air Service, Inc. 

(Chicago Area) -—————— January 23, 1949 
lll—New York Airways, Inc. 

(New York City Area) 





July 23, 1954 


December 3, 1951———— March 31, 1957 





R TRANSPORTATION SYSTEM 


TIFICATED TO LOCAL SERVIC 
I( 
PTEMBER 30, 1954 — 


ry 
ye 


—— 


Ni INTERNATIONAL FALLS * 
THIEF RIVER FALLS * \ ‘“ 
S.J ow 
66 


BEmidy: # 


/ 
5 
RAND roma des 
( 


\ 
| 
( 




























CHISHOLM “HIBBING 
naficock-HOUGHTO x 





















; DULUTH: SUPERIOR 
\ # BRAINERD ; 
| ead | 
¢ 
\ 
. axe inetTE- 
wausau MENOMINEE 
MINNEAPOLIS- EAU CLAIRE 96 
ST. PAUL 
WISCONSIN RAPIOS"] 96 
reowne {~  f STEVENS POINT 
WINONA / 
ooh 
ROCHESTER = 106 st los | 
La oy oil 
( MASON CITY \ 86 GRAND RAPIOS fi 
. A \ waDIsOn 7 86 LANSING , peat 
] WATERLOO pusuave i an 
i ont pooee 106, KALAMA ; 
FT r . 
. FREEPOR \ wou! o 
MARSHALLTOWN CEDAR \ 
\ RAPIOS CLINTOns / 
\ DAVENPORT MOL je STER}! v 
OES MOINES iy 
—S 





a: U f/ 
Ww 7 


nom | / 
“ warwick 





Ng KANSAS CITY 









COLUMBIA 
| 107 





Lx NCHBURS 



























|e: 
| eRINCETON”. — at 
a VEFIELo ial — 
ON -CORBIN 
CAPE GIRARDEAU , a Y 
SPRINGFIELO CLARKSVILLE AUD 
fT camPBELL” a7 point » \s 
oS 0 
‘ HOPKINSVILLE =. wiDOLESBOR purna™ 
j oni — ARLAN Z oH ae 
ar Sole 
ee eee 3 eee oe se es 107 fl KINsTON 7 
‘ KNOXVILLE 4% SOUTHERN oer wew BERN 
Le PiNEM 
ETTEVILLE — ABERDEEN 
A FAY u —- ASHEY 
, 4 
7 WOREHEAS ae 
/ gEAUFOR 
MEMPHIS GnEENVILLE 


HELENA-~ 


ALBANY 


MOULTRIE 


{ 
{ 
ya oosta oe ( \ 
aoeine SOEE no scx SOnviLLe 


COLLEGE STATION- 


az 
BRYAN 
64 8 
an HOUSTON / 
ez 


ez 












VICTORIA 
A 


Ss CHRISTI \y ’ 


NOTES: # Seasonal Point ’ 
4 Point authorized by temporary exemption a | 
— BENITO SF 
oo. 
tatus of service and changes in authorized patterns of * 


service are not shown, 


Temporary certificates continue in effect after stated 
ee date pursuant to the Administrative 
ocedure Act 
Certificate Senemes Feadalae’ we net 
Certs gine nna teh el CIVIL AERONAUTICS BOARD 
BUREAU OF AIR OPERAT 
IONS 
filed. ROUTES AND CARRIER RELATIONS DIVISION 


99512 O - 55( Face p. 6) No, 2 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIEF 


(The charts above referred to are as follows:) 


GROWTH — 14 LOCAL AIRLINES 


L l 


HT 195 4 


D) 


eile le 
ER MILES (0.00.00) 
| 


mm MAIL TON, MILES (00,000) 


} 


2 
= 
Oo 
a 
Se 
— & 
ao 
S 
w 
Cg 
ws 
O 
Z 
uu 
” 
“Y 
< 
a 
Ww 
a 
Z 
ud 
> 
ud 
a 
1 


REVENUE MILES 


mms REVENUE PASSENG 
mums MAIL PAY PER RPM (CENTS) 


SP 
oo 


COMMERCIAL REVENUE AND MAIL PAY 


14 LOCAL AIRLINES 


MILLIONS OF DOLLARS 
COMMERCIAL REVENUE 
MAIL PAY 








8 PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 





PER MILE 
5RS|CENT 
100. 
4 
i 
’ 
4 
§ 
5 
‘ 
2 a sinttale . 
| | 
j 10, 4 1 4 
| | | | 
| 
iccninnelle | L | | | J 


48 49 58 51 $2 33 54 


Mr. Fioperc. Gentlemen, these charts are over here on my left and 
they are reproduced again, although not in color, in your copy of the 
statement, and you will notice the steady upward climb of the black 
pipe which is revenue-miles. 

Likewise, you will notice the steady upward curve on the yellow pipe, 
revenue-passengers. Likewise, you will notice the steady upward 
climb of the red pipe, revenue-passenger-miles. Likewise, you will 
notice the steady upward climb of the blue pipe, mail ton-miles, and 
happily you will note the ste: idily downward decline of mail pay per 
revenue-passenger-mile. 

The next chart is the chart which shows in gross dollars the com- 
mercial revenues and the mail pay of the local carrier industry, run- 
ning from 1948 to 1954. You will notice, gentlemen, the steady up- 
ward curve of the green pipe, commercial revenues from 1948 to 1954, 
running from a figure of $4,900,000 in 1948 to just under $30 million in 
1954. 

You will note the yellow pipe, gross mail pay, climbing in the same 
years from $10 million to $24 million. You will notice, gentlemen, 
that in 1951 commercial revenues just about overtook mail pay—these 
are gross dollars. In 1952, once again, there was stability. In 1953, 
happily, the breakthrough occurred when commercial revenues ex- 
ceeded mail pay on a gross basis and you will notice in 1954 the com- 
mercial revenues were about 6 to 5 with mail pay. 

Gentlemen, the next chart shows on a per aircraft-mile the progress 
which these carriers have made from 1948 to 1954. The yellow curve 
shows the climb in commercial revenues per aircraft-mile, climbing 
from 27 cents in 1948 to over 61 cents in 1954. 

Likewise, the green curve shows the climb in passengers per air- 
craft-mile from below 5 up to just under 10, and happily, on this chart 
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also, you will notice that the red curve which is mail pay per air raft 
mile has been on a gradual, slight decline from 56 cents in 1948 to 50 
cents in 1954. . 

I want to make the special point that these performan e figures of 
the local carriers, both financial and operational, are up to date, be 


cause last vear the argument was made by opposing witnesses that the 
feeders were “not progressing toward self-sufliciency.” On the basis 
of the demonstrated 21 percent increase in number of revenue passen 
gers carried in 1954 over 1900, the 26 percent increase in mail ton-miles, 


the 19 percent increase in revenue passenger-miles, the 15 percent in 
crease In commercial revenues, the 10 percent increase in average pas 
senger loads, and their 97.65 percent per formance factor, | submit that 
the local carriers are making spectacular progress towards self 
sufliciency. 

All reports so far indicate that January 1955, is far outstripping all 
previous years. One carrier reports its January business to be 87 
percent above a year ago; another re ports a 4 percent merease 5 ana 
so forth. 

And since I prepared this statement I have learned that 1 carrier 
has about a 250-percent increase over last January. 

Naturally, the rapid rate of increase cannot be expected to continue 
indefinite ly, but there are no signs yet of a leveling off. I mention this 
point specifically because last year there was some discussion by wit 
nesses, op yposed to legish: ation similk: ar in purpose to S. 651, to the effect 
that the local carriers had nearly reached their peak. 

Since the airlines carry less than 2 percent. of all common-carrier 
passengers on journeys under 250 miles, it seems to me that better 
service and better equipment create a great likelihood for a continuous 
growth toward a higher percentage. Just achieving a 4-percent pene 
tration of this market would mean more than doubling the current 
volume of traffic, and the market available in the diversion of travelers 
from private automobiles is practically unlimited. 

The matter of subsidy : Discussion of the local airlines alw: “avs raises 


the question of subsidy. Kvervone will admit that subsidy, in what 
ever connotation, Is a dirty word, and I assure you that every one of 
the local carriers is anticipating eagerly the day it is subsidy free. At 


the same time it must be realized, however, that airline subsicly had 
its origin in the realization by a predecessor of this committee that the 
safety of air travel was inse par ably bound to the economic health of 
the carrier. Th: au philosophy was the basis for the “need” mail-pay 
provision in the Civil Aeronautics Act of 1938. A tremendous growth 
In civil aviation has resulted from the effectiveness of that policy 

In recent years the concept of subsidy has been refined so that “need” 
mail pay has been separated into service mail pay and subsidy mail 
pay. The subsidy portion of mail pay represents actually a subsidy 
paid to furnish air service to the smaller communities that could not, 
merely by virtue of their population density, generate commerce ial 
revenues sufficient to pay the total cost of airline operations. 

Although paid in form to the airlines furnishing the services in 
question, the subsidy actually is received by the communitics served 
in the form of service. An analogy is seen by reference to the mail 
carrier on the rural free delivery route; he is subsidized in the sense 
that the postal patrons whom he serves do not generate sufficient postal 
revenue to justify their mail service on a purely commercial basis, but 
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no one would question the policy vy which has long called for the fur- 
nishing of adequate mail service, supported by revenues obtained from 
other sources, to rural residents. 

Actually, | am not quite sure why the subject of subsidy is always 
raised in connection with that of permanent ce rtification. The two 
seem to me to be quite separate. The Civil Aeronautics Board has 
complete control over subsidies, and I see nothing in the Civil Aero- 
nautics Act that requires the payment of subsidy on all certificated 
routes. 

The latest estimate, however, for subsidy payments by the Civil 
Aeronautics Board to the local service airlines in fiscal year 1955 is 
approximately $24,892,000. The President’s budget now in the hands 
of Congress has estimated the fiscal year 1956 figure as $24,950,000, 
These are the amounts which the Board will spend to provide air serv- 
ice to the 444 cities, and exclusively to the 264 cities, on the routes of 
the local airlines to which I previously referre: l, and which you saw 
on that chart. If anything in the local carrier picture has reached its 
peak, it looks to me like it is the gross subsidy bill, and every indica- 
tion from the commercial revenue figures is that it will soon start 
downward. 

At this point I should like to emphasize that a considerable propor- 
tion of the so-called subsidy returns to the Federal Government, not 
only in the form of service, but also in actual cash. The local airlines 
are productive sources of various kinds of tax revenue. They collect 
excise taxes on transportation on the order of $3 million. They pay 
oil and gasoline taxes on the order of $1 million. They provide an 
annual payroll of $27,862,000 subject to Federal income tax and on 
which they pay payroll taxes of over $600,000, a figure matched by 
the social-security taxes paid by employees. 

The revenue to the Federal Government for the mail generated by 
the local carriers is nearly $9 million. Thus, some $14 million plus 
may properly be considered in diminution of the gross subsidy paid 
to the feeders. 

Defense value of the feeders: There is one further aspect of the 
economic value of the local carriers which is hard to evaluate in terms 
of dollars, but is certainly of substantial value. Although the argu- 
ment admittedly has a number of variables in it, I refer to the defense 
potenti: al of the equipment and personnel in the service of the feeders. 

The feeders operate 161 scheduled aircraft and they employ 430 
flight crews. The military serv ‘ic es normally consider that the mainte- 
nance and operation of a DC-3 type aircraft, including its overhaul, 
the engine overhauls, gas, oil, operating costs, and everything except 
the pay of personnel is, in round figures, $100,000 per plane per year. 

This is, on other words, the price tag on both the service rec eived 
from the aircraft and, equally important, the immediate availability 
of the aircraft on a fully oper: “ational basis in the event of emergency ; 
multiplying by 161 gives a total of $16,100,000. The military services 
can Slowies ise figure the cost of a 3-man DC-3 crew in the regular s service 
at approximately $12,000 per year per crew. Once again, this is the 
price tag on both the service rendered by the personnel and their 
instant availability in the event of emergency; multiplying by 430 
gives a total of $5,160,000. The price tag on a crew in the Reserves 
is, of course, much lower—less than $1,000 per crew per year—but, 
although the Reserves furnish a splendid source of talent at bargain- 
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counter prices, the ‘re are certain obvious limitations on both their cur- 
rent flight experience and their immediate availability in the event of 
emergency as compared to the recular forces. 

And further consideration must be given to the approximately 1,000 
mechanics and approximately 1,000 other skilled personnel in the 
employ of the local carriers and on whose availability I have not even 
tried to put a price tag. Likewise unpriceable from a defense stand- 
point are the airports and oper: ating bases, with their tr: sined person- 
nel, from which the local carriers fly, but certainly their availability 
in event of emergency is of great v: alue. 

Although it is admittedly not possible to convert the 161 aircraft, 
the 430 flight crews, the 1,000 mechanics, the 1,000 other skilled pet 
sonnel, and the bases of the feeders into direct dollars of defense 
value, I submit that the element of our country’s total airpowel repre 
sented by the state of availability of both the equipment and the 
personne ‘Lis a multimillion dollar defense asset which must be consid 
ered as a setoff in relation to the subsidy paid to the feeders. 

Compared to trunk carriers in 1938: The following chart lists 10 
important traffic and revenue figures for the domestic trunk air car 
riers for 1938, the year in which the domestic trunks received their 
“orandfather” rights, analogous to those which S. 651 would confer 
on local carriers, and shows the relative positions of the trunks as of 
that date compared with the local service carriers a year ago and again 


today. 
The chart above referred to is as follows:) 


D 
All dor t Big Four I I 
Cal ( 
1938 1938 I ou j 
102% 
Mail enue $15, 751, 408 $10, 630, 640 | $5, 120. 768 $24, 182. ( $24 
2 Nonmail revenu $26, 490, 322 $22. 218, ORG | $4, 2R1. 236 $94 318, 531 | $29. 786. 48 
:. Total revenue $41, 250,730 | $32,848,726 | $9,412,004 | $48,500,588 | $54, 442, 40 
4. Profit $967, 177 S802, GSR $164. 210 $1 149. 118 ey 4 ; 
Revenue-miles flow: 68, 548, 355 48,975, 368 | 19, 567, 987 44,841, 654 18, 44 SI 
6. Revenue passengers 1, 168, 489 884, 917 283, 592 1, 998, 128 2, 423, 390 
7. Revenue passenger-mil 475, 509, 717 393, 180, 611 S82, 419, 10¢ 386, SSL, OOM 151 8, OOO 
8. Pounds airmail 22, 800, G68 16, 623, 333 6, 267, 635 { 6, 400 2, 494, 340 
9. Mail ton-miles 7, 446, 590 6, 145, 475 301, 115 176, OOB 1, 227, 738 
0. Route miles 34, 517 21, 285 13, 232 Ze, & 22, 12% 
merican Airlines, Inc., Braniff Airways, Chicago & Southern Air Lines, Co Airlines, Continenta 
Air Lines, Delta Air Corp., Eastern Air Lines, Inland Airlines, Mid-Continent Airlin« National Airline 
Northeast Airlines, Northwest Airlines, Pennsylvania-C« mitral Airline Corp., Trar t & West 
Air, United Air Lines Transport Corp., Western Air Lir I 
? American Airlines, Inc., Eastern Air Lines, NewaBhesen itinen tal & We rn Air, United Air Li 


port Corp 
+12 months ending 3d quarter. 

Mr. Fiosere. Now I will leave that chart for the record, gentlemen, 
but I call to your attention the sixth item on the chart, the number 
of revenue passengers which the local airlines carried in 1954, 2,423,390, 
compared to the number carried in 1953, 1,998,128, compared to the 
passengers that all of the domestic carriers carried in 1938, 1,168,489. 

I also call the fifth item to your attention, revenue-miles flown, 
48,446,581, compared to all domestic carriers in 1938, 68,543,355. I 
call your attention to the second item, the nonmail revenue of ng local 
‘arriers as compared to the nonmail revenue of the trunks in 1938. 

I now only submit that these figures eloquently show the ieoilinibe 
of the local airlines for permanent certification, as compared to the 
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readiness of the trunks in 1938, but I suggest that the comparison is 
so favorable to the local airlines that an argument that they are not 
now ready for permanent certification can only be interpreted as a 
reproach to the Congress for the action it took in 1938 with respect 
to the trunks. 

One of the arguments advanced last year in opposition to the prin- 
ciple of permanent certification was that such certification woul l 

interfere with the development and improvement of the local carriers’ 

routes. Certainly all the local carriers are anxious to improve and 
develop their routes, and it may be assumed that over a period of time 
there will be modifications and improvements (although some recent 
decisions of the Board inspire doubt that it may be relied upon to 
improve the route structures of the feeders without further specific 
instruction from the Congress). 

This subject, however, seems to me to be totally unrelated to the 
matter of permanent certification. I believe that section 401 (h) of 
the Civil Aeronautics Act, which gives the Board the power to “alter, 
amend, modify, or suspend any such certificate, in whole or in part,” 
includes all the power necessary for route development. Just to 
demonstrate that the granting of permanent certificates to the trunk 
carriers in 1938 had no inhibitory effect on the development of their 
routes, I wish to refer at this point to two charts, one showing the 
trunk routes as they currently exist, and the other showing them as 
they were in 1938 when the trunk carriers received their “grandfather” 
ce rtific ‘ates, 

(The charts above referred to are herewith inserted. ) 

Mr. Fronerc. And gentlemen, this black chart is the routes as they 
currently exist in the United States. On the red overlay are the 
routes as they existed in 1938. That means every place there is a black 
line not covered by a red line, there is a new route not existing in 
1938. Every red line where there is not a black line indicates a route 
in 1938 that does not presently exist. 

The recent CAB report: You gentlemen are familiar with the 
letter dated December 17, 1954, which the Chairman of the Civil 
Aeronautics Board addressed to the chairman of the Interstate and 
Foreign Commerce Committee on the subject of permanent certifica- 
tion of the local airlines. You likewise are familiar with the en- 
closures to that letter and with the inferences and conclusions which 
the Chairman of the Civil Aeronautics Board sought to have you draw 
from the enclosures. 

There are a great many fallacies in the 15 measuring sticks which 
the Board employed, but a major weakness is that 1954 figures, 
and the tremendous improvements of the local carriers represet nted by 
those figures, were not available to the Board at the time the letter 
was written. I have, however, taken, for whatever they are worth, 
the very measuring sticks which the Board used and have modernized 
them for the 14 carriers by incorporating 1954 statistics. 

I emphasize that some of these 1954 figures are pr eliminar y and that 
there undoubtedly will be some adjustments on the basis of the final 
figures; they are, however, the best modern figures available, and the 
adjustme nts will not materi: ally alter them except in certain individual 
items. The improvement which they reflect is little short of amazing. 

Gentlemen, if I may interrupt myself here for a moment, I would 
like to point out a couple of things here. One is that in 1938 when 
the trunklines were permanently “certificated, they didn’t have any 
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Certain of the points authorized to Braniff, Continental, Delta, 
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criteria to satisfy. | believe we satisfy these 15, but 
emphasize that. Now I suggest we skip over pages 24 
because those pages are the ones that refer to the tests o 
average and who is below average in the industry, a 
me to be a particularly irrelevant question. 

Naturally, when you have 14 people, some of thi 
be above average and some of them below, but that 
of point to me. 

On the same basis of logic, gentlemen, 
are below average. It will always be true, 
carriers will have above average and below average 
There is nothing that the Civil Aeronautics Board can 
committee or the Congress can do in this session that ent 
the geography of the United States or the population of 
There is nothing legislation can do to make the populat 


nison, Colo., the same as that of Syracuse, N. Y., or that of T 
Nev.. the same as that of Johnstown, Pa., or that of Enid. O| 

same as that of Norfolk, Va. And who is SO bold as to Say 

people of Gunnison, ‘Tonopah, or Enid are not as entitled to air 
air-freight, and air-passenger service as the people of Syracuse, 

town, or Norfolk ? 

Starting on page 36 are the more interesting items that the Board 
raised and, in the interest of expedition of time, unless there is any 
thing specific you gentlemen would like to ask about these charts, | 
would just suggest that they be left for the future study of the com 
mittee and its staff. 

H mwever, | would be delight «| to answer ahy question that vou 


may have concerning any of them. If vou have no questions, gentk 
men, I will skip to page 63, which is the conclusion of my stateme: 
Senator Monronry. Those figures may be incorporated in the 


t 


record. 
(The documents above referred to are 2s follows :) 


TABLE 100.—Summary of all carriers and all measurement groups 


Group I. Measurements of financial operating results 
Group II. Measurements of traffic density 
Group III. Measurements of progress 


Mohawk 
Allegheny 
Southwest 
North Central 
Piedmont 
Bonanza 
Pioneer 
Ozark 
Southern 
West Coast 
Frontiet 
Trans-Texas 
Central 
Lake Central 


Source: Tables 101-103, inclusive 


59512—55 2 
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TABLE 101. 


SERVICE 


AIR CARRIERS 


Summary of group I: Measurements of financial operating results 


Were the carrier’s financial operating results better than the average in 1954? 





Total mail 
pay per 
dollar of 

commercial 
revenue 


A nt tn i a ta a 


>SPEREEEE 


(10) 
(11 
12) 
(13) 
(i4 


Commercial 
revenue per 
revenue 


plane-m ile 


Yes (1). 
Yes (2). 
Yes (3). 
Yes (6). 
Yes (4 
Yes (5) 
Yes (7). 
No (8). 
(9 

(10 

(il 
(12). 
(13). 
(14). 


[Relative rank of carrier shown in parentheses] 
1] 7 
Do ir-f0r- Total mail 
lollar com- : ; 
: rotal mercial rev- pay per 
Car umb. ennes and revenue 
break-even plar e-mile 
nee flown 
All 4 Yes (1 Yes (1 
st All 4 Ye 2 Ye 
All 4 Yes (3 Yes (4 
t All 4 Ye } Yes (2) 
\ All 4. Yes Yes (3). 
Central All 4 Yes (5 Yes (6 
All 4 Yes Yes (8 
ist o Yes (8 Yes (7 
None { (9 
None ’ (12 
None 11 (11 
exa Non 12 a0 
tral None 13 (13 
None (14 (14) 
Sour Tabl | to eh ‘ 
TABLE 102.—Summary of Group II: Measurements of traffic density 


Were the carrier’s financial operating results better than the average in 1954? 


[Relative rank of carrier shown in parentheses] 


A verage 


passenger 





( Total number load per 

revenue route-mile 

plane-mile per day 
Moh All 4 Yes (2 Yes (1 
Piedmor All 4 Yes (6 Yes (2 
Southwest All 4 Yes (1 Yes (3 
Pioneer All 4 Yes (3 Yes (4) 
Allegheny All 4 Ye 4 Yes (5) 
North Central s 3 No (8 Yes (6) 
Bonanza l Yes (5 No (8) 
West Coast 1 Yes ( No (7 


None (9 (9) 


Frontier 


Ozark None LO (10 
Southern None dil (12 
Trans-Texas None (12) (11) 
Lake Central None (13 (13) 
Central None (14 (14) 


Source; Tables 5-8, inclusive. 


A verage 
passengers 
per station 

per day 


A verage 
passenger- 
miles per 

Station 

per day 


Yes (1). 
Yes (2) 
Yes (4). 
Yes (3 
Yes (6 
Yes (5). 
No (7). 
No (9). 
(QS). 
(11). 
(12), 
(10). 
(13). 
(14). 
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TABLE 200.—Group I: Measurements of financial operating results 


[AL OPERATING RESULTS, BY YEAR 1950-54, WERE 





( 





TER THAN 





BI THE INDUSTRY AVERAGE FOR 1954 
I 4 In 1953 In 1952 In 1951 In 1950 
A \ r Mohawk Allegheny Mohawk 
54 sonar I imont Mohawk Piedmont 
I \ Me Pioneer Piedmont Pioneer 
} Cent l t Southwest Pioneer Southwest 
[ j I West Coast Southwest West Coast 
I southw West Coast 
\ Coa 
I A lleg he Bor Mohawk Allegheny Central 
I Bor Z M wwk Piedmont Mohawk Piedmont 
] lo vh Pied Pioneer Piedmont Pioneer 
le flov or Cent Pior Southwest Pioneer Southwest 
tI | imont Sou vest West Coast Southwest lrans-Texa 
( 1 | I West ( t West Coast Empire 
f 54 muuthwest Empire 
1.34 cer West Coast 
B19 
} . 2 
Is the carri tot Allegheny Allegheny Allegheny Allegheny Piedmont 
mail pay yx Jonanza Bonanza Bonanza Mohawk Pioneer 
lar of comme ] Mohawk Mohawk Mohawk Piedmont Southwest 
revenue lower North Central | North Central, North Central! Pioneer 
than the local | Piedmont Piedmont Piedmont Southwest 
‘ dustr\ Pioneer Pioneer Pioneer West Coast 
I r 1954 Southwest Southwest Southwest 
$1.10)? CAB | West Coast West Coast West Coast 
153 study based 
on $1.29 
Is the carrier Allegheny Allegheny Mohawk Mohawk 
I \ Bonanza Mohawk Piedmont Piedmont 
le Mohawk Piedmont Pioneer Pioneer 
er North Central Pioneer Southwest Southwest 
Piedmont Southwest 
eY e indu Pj eC! 
erage for 1954 , Southwest 
0.28 ce 


AR 


RIERS 


3,431.0)? 


TABLE 201. 


WHOSI 


TRAFFIC R 
IN 


In 1954 


ESUL1 
DUSTRY 


In 1953 


In 1952 


1950-5 
FOR 


, WERE 


Group Il: Measurements of traffic density 


S, BY YEAR 
AVERAGE 


In 1951 


BETTER THAN 


THE 


In 1950 


Is the carrier Allegheny Mohawk Mohawk Mohawk Southwest 
rage p el Bonanza Piedmont Piedmont Piedmont 
load per revenu Mohawk Pioneer Pioneer Pioneer 
plane-mil h Piedmont Southwest Southwest Southwest 
er than the local Pioneer 
erviee industry | Southwest 
iverag i g West Coast 
1954 (9.36 pa 

Is the carrier’s Allegheny Tohawk Mohawk Mohawk Southwest 
erage passer Mohawk Piedmont Piedmont Piedmont 
nm er rout North Central | Pioneer Pioneer Pioneer 
mil pe lay Piedmont Southwest Southwest Southwest 
higher tl the Pioneer 
local ser ‘ Southwest 
dustry ver 
during 1954 
(su 5 

Is the carrier Allegheny Allegheny Mohawk Allegheny 

erage passe Mohawk Mohawk Piedmont Mohawk 
é per station North Central | North Central | Pioneer Piedmont 
me lay | er Piedmont Piedmont Pioneer 
tha the local Pioneer Pioneer 
service indust Southwest Southwest 
average du 
1954 (17.99 

&. I the ( I Allegheny Mohawk Mohawk Mohawk Pioneer 
averag ser Mohawk Piedmont Piedmont Piedmont 
niles i North Central Pioneer Pioneer Pioneer 

or pel day I imont Southwest 
higher than tl Pioneer 
local service it Southwest 
dus‘ ry erage 
curing 1954 
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TABLE 202.—Group III: Measurements of progress 


CARRIERS SHOWING FAVORABLE PROGRESS DURING THE 5 YEARS ) 
In 1954 In 1953 In 1952 Ir 


) Was there a decrease from the pre- Allegher Allegheny Alle 


ceding year in the carrier’s total Bonanza Bonanza Bonanza 
mail pay per revenue plane-mile? Frontier Frontier 
Lake C l 
Mohawk Mohawk Mot k \ A 
North Cer 1; North Central Nor Cr ( 
Ozark Ozark 
| 

outhert Souths 2 ‘ 


West Coast West ¢ 




















10. Was there a decrease from the pre Allegheny Allegheny Alle 
ceding year in the carrier’s total | Bonanza Bonanza Bonanza Bonanza 
mail pay per dollar of commercial | Central Central Centr 
revenue? Frontier Frontier Frontiet Frontic 

Lake Central Lake C¢ i 
Mohawk Mohawk Mohawk 
North Central North Central |) North Cent North Cent 
Ozark Ozark Ozark Ozark 
P j 1 
Pioneer Pioneer 
Southern Southern Sout! 
Southwest Southwest out 
lrans xa rrans-Tex rans-T¢ 
West Coast West Coast West Coast West ¢ 
art 

11. Was there an increase over the pre- Allegheny Allegheny Alleghe 
ceding year in the carrier’s com- | Bonanza Bonanza Bonanza Rew 
mercial revenue per revenue Central Central Cc 
plane-mile? Frontier Frontier Frontier Front 

Lake Central Lake Central Lake ( 
Mohawk Mohawk Moha 
North Central} North Central) North Central) North Cent 
Ozark Ozark Ozark oO k 
Piedmont 

Pioneer Pione Pion 
Southern Southert Souther i 
Southwest Southwest Southwest it t 
lrans-Texa lrans-Tex Vy 
West Coast West Coast \ t ¢ 

} ' 

2. Was there an increase over the pre Allegheny Allegheny \ 
ceding year in the wrier’s pa sonanza Bonanza Bonanza B 
enger load per revenue plan¢ Central Central ( 
mile? Frontier Frontier Frontier I 

Lake C ] Lake Central Lake Central Lake Centra 
Moha Mohawk " } 
North Central) North Central! North Ce ) ( 
Ozark Ozark Ozark O 
Piedmont I 

Pioneer I 4 | ( 
Southern Southern Southern it 
Southwest Southwest Southwe 
l'rans-Texa rra exa ‘ 
West Coast West ( t West Coa 

13. Was there an increase over the pr« Allegheny Allegheny Allegheny 
ceding year in the carrier’s pas- Bonanza Bonanza Bonanza Bonanza 
senger-miles per route mile per | Central Central Central 
day? Frontier Frontier Frontier Front 

Lake Central Lake Central Lake Central Lak nt 
Mohawk Mohawk Mohawk M wk 
North Central | North Central | North Central North ¢ 
Ozark Ozark Ozark Oo 
Piedmont Piedmont Piedmont Piedmont 
Pioneer Piones 
Southern Southern o 
Southwest Southwest Southwest Southwest 
Crans-Texas rrans-Texas ns-Tex 
West Coast West Coast West ¢ 
Emr 
Pioneer’s reversion to DC-3 equipment from Martin 202’s, pursuant to CAB order, is re nsibl 


¢ 


ts failure to be in this column 
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TABLE 202.—Group III: Measurements of progress—Continued 


CARRIERS 


14. Was there an 
ceding year 
sengers per 

15. Was there 
preceding 
passenger-I 
day? 

©ource 
LOCAL 


TABLE 1.- 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 
Empire 


SHOWING F 





increase over the pre- 
n the carrier's pas 

station per day? 

in increase over the 

year in the ecarrier’s 
lieS per Station per 


lables 9-15 inclusive. 


AVORABLE 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 


Allegheny 
Bonanza 
Central 
Frontier 

Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


Southern 
Southwest 
Trans-Texas 


PROGRESS 


DURING THE 5 YEARS 
In 1953 In 1952 
Allegheny 
Bonanza Bonanza 


Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


Southwest 
Trans-Texas 
West Coast 


Allegheny 
Bonanza 
Central 
Frontier 

Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


Southwest 
Trans-Texas 
West Coast 


Central 
Frontier 
Lake Central 


North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 


Central 
Frontier 

Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 


West Coast 


RESULTS, BY CALENDAR YEAR, 1950-54 


Carrier 


Arithmetic average 


Industry total 


Source: Tables B and C 


Relative 
rank in 
1954 


954 1953 
. 63 $0. 86 
75 0. 89 
31 4.78 
. 0795 1. 34 
03 2.77 
. 24 0. 46 
62 1.04 
. 0798 1. 83 
47 0. 47 
. 44 0.72 
. 26 1. 65 
.37 0. 55 
39 1.80 
96 1. 08 
. 04 1. 45 
.78 1,04 


In 


1951 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Centr 
Mohawk 


1950-54—Cor 


il 


North Central 


Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 
Empire 
Allegheny 
Bonanza 
Central 
Frontier 


Lake Central 


Mohawk 


North Cents 
Ozark 
Piedmont 
Pionee! 


Southern 
Southwest 
Trans-Texas 
West C 
Empir 


oast 


SERVICE RouTes—GrovuPp I: MEASUREMENTS OF FINANCIAL OPERATING 


Dollars of operating break-even need per dollar of commercial revenue 


1952 | 1951 1950 
$1.14 $0. 88 $1.39 
1.14 1. 43 2.05 
5. 81 4.17 8. 29 
1. 42 1. 61 2. 37 
2. 85 1. 55 1.23 
0. 65 0. 43 0. 92 
1.15 1, 30 2. 64 
2.42 3. 63 6. 98 
0. 34 0.25 0.7 
0. 56 0. 34 0. 54 
1. 62 1.75 3. 23 
0. 48 0. 47 0. 54 
1. 47 1. 66 2. 27 
0. 87 0. 66 1.00 
1. 22 1. 45 
1. 57 1.42 2. 38 
1.05 0. 99 1. 34 
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Relativ 


Carrier rank in 
1954 

Allegheny 3 
Bonanza s 
Central 14 
Frontier 12 
Lake Central 13 
Mohawk l 
North Central ( 
Ozark 4 
Piedmont 2 
Pioneer 4 
Southern 11 
Southwest 5 
lrans-Texas 10 
West Coast 7 


Empire 
Arithmetic average 


Industry total 


ibles A and G., 


Source: 7 


TABLE 3. 


Relative 


Carrier rank in 
1954 

Allegheny 
Bonanza 7 
Central 14 
Frontier 10 
Lake Central 13 
Mohawk l 
North Central 6 
Ozark y 
Piedmont 4 
Pioneer 3 
Southern ll 
Southwest 2 
Trans-Texas 12 
West Coast 5 


Empir« 
Arithmetic average 


Industry total 


Tables A and C, 


Source 


TABLE 4.—T otal commercial revenue per 


Relative 


Carrier rank in 
1954 

Allegheny 4 
Bonanza 7 
Central 14 
Frontier 10 
Lake Central 13 
Mohawk 1 
North Central. 5 
Ozark 9 
Piedmont 6 
Pioneer 3 
Southern : , ll 
Southwest. wibstabbe 2 
Trans-Texas 12 
West Coast aia 8 


Empire 


Arithmetic average 
Industry total 


Source: Tables C and G. 


LOCAL 


Total mail pay per revenue 


Dollars of total mail pay per dollar of 


1,10 


83 


1954 


Cents 
—”) %) 
62. 8Y 
28. 62 


52.76 


40. 87 
91. 88 
66. 37 
53. 56 
65. 63 
76. 53 
46. 06 
90. 5 
41. 75 
54 


40 


49 


60. 28 
61. 49 


SERVICE AIR CARRIERS 


plane-mile flown 





iv 
Cent Ce ( 
1) 60). 33 
» 2] 56. 61 f 
Gs 3 Q, . » 
( v2 62. 4 ~ 
6. 9S 63.1 64. 49 
3 é 15. 62 ( 
s 58. 40 ® OO 
1. 67 83. 73 Ss. 1 
2 > 25. 44 « 
37. 38 20. 44 s 
67. 38 61.7 
$7. 87 a7. 52 2 
61. 98 AR O4 04 
47. 02 49, lf 4 4 
47. 54 
6.7 H, 2 1.2 
18 } $0.92 


commercial revenue 


19 } 
SU), St $1.0 SO & 
1 1.0 ; 
1.70 5.17 
1. 44 ( 
2. 32 2 0) 1.8 
4S 0 7 
1.03 1.09 1. 28 
1.77 2. 66 tS 
44 40) $4 
47 38 43 
1. 69 1. 6f 1. 94 
$94 5S 19 
Y 1.70 1.50 1. 69 
ay 1.01 42 
1. 38 1. 48 1.49 
9 1.03 1. 08 


1953 1952 1Y 
Cents Cents ( ts 
64.63 AH. 15 ¢ 
57.14 2. 86 46. 02 
1). YO 1s. 43 2 
45.84 41.65 85. O7 
$3.15 31.49 87 
77.05 64. 72 72. O8 
56. 37 53. 66 46. 20 
40. 55 31. 50 24.03 
63. 18 64. 22 65. 00 
79. 52 77. 97 62. 22 
3Y. 8Y 37.2 33. 03 
76. 59 68. 1 63. 40 
36. 38 39. 29 33. 18 
47.49 48. 91 51. 38 
36. 66 
2. 76 49. 02 45. 70 
54. 23 51. 34 47.42 


19 


4.00) 
30. 40 
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MEASUREMENTS 





LOCAL SERVICE 


tverage passenger load per revenue plane-mile (in scheduled service) 


OF 


CALENDAR YEAR, 1950-54 


age passenger-miles per route-mile 





{rerage passengers per station per 


lrans-Texas 
West Coast 


Arithmetic avy 


Source: Tables } 





O54 1953 

19. 49 9, 28 
10, 27 9.2 
4.68 3.42 
8. 50 7. 44 
6.16 14 
13. O01 10. 64 
1.12 8.81 
& 49 6. 83 
9. 96 9 64 
11. 65 12. 92 
7. 32 6. 10 
15.19 13. 19 
6. 78 5.92 
9. 47 8. 23 
) 36 8.37 
42 8. 06 


1954 1953 

76. 92 56. 37 
41.02 36. 07 
20. 02 16, 28 
38, OR 34. 30 
28. 30 25.16 
127. 74 105. 83 
62. 46 52 95 
37. 25 29. 84 
107. 72 98. 00 
81. 21 81.91 
35. 04 28. 24 
94. 60 93.16 
{5 ao 27. 3 
46. 44 7.49 
9. 5A 52. 35 
5, H7 48.75 





1954 1953 
24. 03 18 
13. 55 ll 

7. 34 5 
11. 24 v 

9, 82 &, 
37. 68 36. ‘ 
22. 20 18. 2% 
14. 05 11.3 
31. 39 28. 
20. 96 20 
13. 40 10, 
22. 30 20. 
9, 97 8. of 
13. 99 14. 
17.99 15. 91 
17. 39 15.13 


CARRIERS 


DENSITY 





per day (in scheduled services) 





day (in scheduled services) 


PERMANE 


TABLE 8 


4 

B nza 

Ce 

Fy 

Lak Ce 

Mohawk 
orth ¢ 

oO k 


So 
Southwe 
Pra I 
VV ( 
Kem} 
Ar eti 
Indu 
Source: Tabl 
LOcAI 


TABLE 9,—Jn 





Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


Southern 
southy 
rrans-Texas 
West Coast 

Empire 





Arithmetic a 
Industry total 


SERVICE ROUTES 
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Average passenger-miles per station per day (in scheduled 


| 
) 
i 
( ( 
{ ] ( 844. 0 
s SY] s 2, 42¢ 
} f 249. ¢ ] 
8 6, OR9. 4 ) 
® 159 4 Q 
6.3 l 18 
S 
19 ) 9 f 
{ 1, 743. 9 s 
200. 934 
» ,Yy 1. &38 
03. ( ) 
iver 31.0 ( 9 g 
7 7 


Group III: 
YEAR, 1950—54 


ARR 


MEASUREMENTS OF PROGRESS—BY 


crease or decrease, from preceding year in total mail pay pi 
plane-mile 
Cart uN 19 ! 
1954 
C ¢ ( 
1 87 
~~ 1 
9 . 
f 9 
13 s 
4 17 8. 
2 13.4 64 
3 12. 2¢ ( 
14 7.89 
4 ¢ ( 
12 6. 22 
7 1. 5¢ 
10 1. 64 { 
verage i 2. 43 () 
) RR 


) 


_ 
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TABLE 10.—Increase or decrease, from preceding year, in dollars of total mail pay 
per dollar of commercial revenue 


Relative 
Carrie rank in 1954 1953 1952 1951 
1954 

Allegheny 5 | —$0. 31 — $0. 21 —$0. 24 —$0. 63 
Bonanza 11 —.09 —.16 —. 40 —. 6] 
Central 1 —1. 26 —.47 1.16 —4. 63 
Frontier 8 —. 24 —. 06 —. 11 —.78 
Lake Central 6 —. 25 32 19 —. 26 
Mohawk y —.18 —, 22 0 —. 56 
North Central 3 —. 36 —. 06 —.19 —1.72 
Ozark 2 —. 66 —.89 —, 82 =? 
Piedmont 14 10 04 06 —. 57 
Pioneer 13 .05 09 —.05 —.22 
Southern 4 —.33 .03 —.28 —1.23 
Southwest 12 —. 005 —. 06 06 —. 25 
Trans-Texas 7 —. 25 20 —.19 —. 54 
West Coast 10 —.10 —. 20 —.10 —. 25 
Empire._- —. 21 
Arithmetic average —. 28 —.10 —. 01 —. 86 
Industry total —.16 —.04 —.02 —. 42 


Source: Table 3 


TABLE 11.—/ncrease or decrease, from preceding year, in total commercial 
revenue per revenue plane-mile 





Relative 
Carrier rank in 1954 1953 1952 1951 
1954 
Cents Cents Cents 

Allegheny 7 | Te 8. 48 —3. 45 15. 60 
Bonanza. 11 5 4. 28 6. 84 15. 62 
Central 5 7 2. 47 —3. 33 17.16 
Frontier 4 6. 9% 4.19 6. 58 8. 47 
"ake Central 6 7.72 1. 66 —4. 38 6. 91 
Mohawk 1 14. 83 12. 33 —7. 36 19. 67 
North Central 4 10. 00 2.71 7. 46 24. 20 
Ozark 3 13. 01 9.05 7.47 3.158 
Piedmont 13 2.45 —1.04 —.78 20. 74 
Pioneer 14 —2. 99 1. 55 15.75 10. 43 
Southern 10 6.17 2. 64 4.22 11.85 
Southwest 2 13. 65 8. 44 4.75 9.94 
Trans-Texas. 12 5. 37 —2.91 6.11 9. 63 
West Coast 8 7.00 —1.42 4.89 3. 50 
Empire 2.99 
Arithmetic average 7. 52 3.74 3. 32 11. 99 
Industry total 7. 26 2. 89 3. 92 11. 66 


Source: Table 4. 
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TABLE 12.—Increase or decrease, from preceding year, in average passenger load 
per revenue plane-mile 


Relative 


Carrier rank in 1954 195 452 
1954 
Allegheny 6 1. 21 1.04 #2 2. 28 
Bonanza. s 1.02 1 { 
Central 4 1. 26 3 9 
Frontier 7 1. 06 24 ; 
Lake Central 9 1.02 t i 
Mohawk l 2. 37 1. le « 
North Central 13 31 is ) 
Ozark 3 1. 66 1. 56 7 
Piedmont 12 32 ik { 
Pior 14 1. 27 28 1.x { 
Southern 10 92 21) 10 
Southwest . 2 2.00 1. 64 7 118 
Trans-Texas 1] 86 37 2 l 
West Coast . 5 1, 24 27 70 SS 
Empire 

Arithmetic average oY {1 tt 1. 94 

Industry total SO 22 y 1. 82 


Source: Table 5 


TapLe 13.—Increase or decrease, from preceding year, in average passenger-miles 
per route-mile per day 


Relative 


Carrie rank in 1954 153 1952 
1954 

Allegheny. 2 20. 55 10, 82 { 
Bonanza 8 4.95 2. 94 s4 2. 59 
Central 10 3. 74 09 4. ( 8. 38 
Frontie! 9 4.68 1. 04 6.3 1.4 

Lake Central 11 3.14 4.05 2 ! 
Mohawk l 21.91 17. 27 st 36. 89 
North Central ' 9. 51 5. 23 13. 52 16. 79 
Ozark - ~ 6 7.41 8. 06 27 2. 80 

Piedmont 3 9. 72 3. 82 1 65 34 
Pioneer 13 70 17. 61 17. 59 25. 07 
Southern 7 6. 80 16 4.22 10. 99 
Southwest 12 1. 44 10. 97 12. 28 1. BY 
rrans-Texas 5 &. 63 1.02 09 3, 87 
West Coast 14 1.05 2. 54 6. 47 7.99 
Empire 1. 37 
Arithmetic average 7. 20 3. 5¢ f 3. 64 
Industry total.... " 6. 92 2. 90 5. 52 s4 


Source: Table 6, 


TABLE 14.—IJncrease or decrease, from preceding year, in average passengers per 
station per day 


Relative 





Carrier rank in 1954 1953 1952 1951 
1954 
Allegheny 1 5. 28 3. 00 2.50 
Bonanza 8 1. 66 1. 45 | 3. 
Central 7 1. 68 05 1.62 2. 8 
Frontier 12 1. 27 72 2. 2¢ 1. 84 
Lake Central 11 1.35 74 6 
Mohawk 10 1. 40 5 03 13. Sé 
North Central 2 3. 98 4. 37 6. 34 
Ozark ‘i $ 2. 71 3. 18 1, i 
Piedmont 5 2. 60 s. 20 8. 1] 
Pioneer___. : 13 55 - 51 6.17 
Southern i 3 3. 28 2 1. 87 3. 79 
Southwest... 6 2. 06 2. 84 17 1. 34 
Trans-Texas__. . 9 1. 42 6 12 Ko 
West Coast = i 14 —. 06 .53 2.1 3, 28 
Empire_._. 3 ; i 26 
Arithmetic average 2. 08 1.1 1. 82 4. 21 
Industry total. 2. 25 1.12 1.91 3. 38 


Source: Table 7. 
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per station per day 


Relative 
rank in 
1954 


YEAR, 1951—54 


TasLe A.—T otal mail pay 


1954 1953 


$1 $1, 883, 024 

867, 132 
] 1, $20, 103 
2 2, 901, 764 





1, 261, 934 


859, 031 952, 403 
2, 328, 549 2, 482, 183 
1, 761, 502 2, 152, 854 
2, 225, 496 1, 643, 367 


1, 480, 559 1, 183, 944 
] 


935, 733 2, 036, 354 
129, 952 1, 077, 401 
2, 737, 067 2, 195, 032 
1, 523, 595 1, 657, 708 


24, 656, 008 | 24,115, 203 


breakeven need (excess 
commercial revenues ) 


1954 | 1953 





to 


Or 


, 764, 
, 824, 
, O85, 
, 194, 





nt heat feed tet AD 


86H5, 902 
2, 634, 974 2, 317, 


1, 637, 556 


, 801, 


23, 121,095 | 25, 331, 412 





1, 626, 


2, 900, 935 


, 680, 
2, 245, 
, 134, 648 
, O60, SRT 
, 019, 179 
, 640, 807 
, 391, 636 


fat fet fet Det bt 





1, 82 
2, 756, 789 
998, 956 | 
833, 860 | 






, 040, 22% 
, 100, 054 
, 684, 895 
2, 012, 567 


— RD 


SERVICE 


PORTED OPERATING RESULTS 


195: 


, 944, 816 


694, 720 


701, 
907, 





278, ¢ 


21, 226, 416 


1952 


| $2,064, 148 


737, 830 
, 596 








889, O78 


1, 607, 409 | 
1, 203, 348 | 


21, 520, 890 | 





0 


2,57 





330 
19 
29 


$Y CALENDAR 


1951 


$1, 636, 885 


628, 093 
1, 250, 856 


SOG, 4 
778, 
1, 169, 
1, 716, 
924, 
, OS0, YS6 
1, 935, 115 
789, 131 
1, 652, 239 
651, O85 
607, 310 





of operating expe 


1951] 


$1, 750, 637 


611, 526 | 


1, 208, 679 





678, 739 
845, 038 
1, 750, 032 
750, 432 | 
1, 624, 032 | 
466, 963 | 


572, 959 | 


17, 071, 490 














AIR CARRIERS 


from preceding year, in average passenger-miles 


2, 131 
, 268 
, 206 
5, R04 


, 648 


OSE 


5, 247 
2, 127 
, RRB 
, VOS 


3, 344 


RRS 
049 


5, 538 
3, 186 


5, 396 


645 
412 
698 
S44 


128 


, 048 


663 
368 


, 514 


SUS 


273 


, 184 


107 


342 





PERMANENT CERTIFICATES 


TABLE FE. 


HDOnaANZA 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont. 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 
Empire 


Total... 


FOR LOCAL SERVICE AIR CARRIERS 25 


TABLE C.—Total commercial revenues 


10 j 
¢o 1 ¢ ¢ 9 ( ¢ g 
837 Nf 1 | | ‘ 
1,034 2 6R¢ 1926.4 
16, 320 { ) 
), 824, 097 1, 287, 000 " 
3, ASO, 947 j i! l 
» 0 & OF is¢ 
1, 100, 884 1, 682 Q ¢ a’ mo 
> KOE 7 &.49 ( ( 
} l 05. 48 j } 
2 G7 i 11 S Q 
KY RR RR 4 g 
1 4, 343 \ 
2 s Ls 2 


TABLI DD. Total Ope rating CLPEenses 





$4. 763. 2 $4 ()S RX] G3 274 34 
2 9 as 
j 0) My 1 ¢ i 
049, 766 { & 
S82, 40 4 ti 
+, 12 4 ‘ 
5, 443, 228 4 ) 
10. BRO $. 328 { 
1 } “ ”) } 
10. 899 , O56 
3 ) > 740.4 
4 362 t vO] i 
$43, 49 i 429 2 SRS. Q er 
| 
2.9 1, O49, 04 t 1 iH } { 


Vumber of stations operated (weighted by length of time serve 


during year) 


1954 ] 1952 

! l | 1 
| } 15.1 11 I 
”) () » 
21.9 IS 3 11. ¢ » 
15.9 12.2 ) ) 
5.0 {2 24. ; 
10.0 () 26. 3 
26.9 5. 7 22 . f 
21.0 19 19.9 A). ¢ 9 
27.3 30. 3 31.1 ‘i ”) OQ 
22. 2 24.2 29. 8 
37.1 11.2 2¢ 26.8 
32. 3 31.5 28. 6 14.2 

| ‘ 16. ( ( 
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TABLE F. 


Carriers 


Allegheny. 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 
Empire 


Total 


TABLE G. 


Carriers 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 
Empire 


Total 


TABLE H, 


Carriers 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 
Empire 


Total 


CERTIFICATES 


Revenue plane-mile 


| 


1954 


9 


l, 
) 
J 
l, 
l 
l 
] 


9 


499 
165 
183 
633 
077 
S41 
O82 
817 


— 
o410 


, 421 


751 


009 
333 
741 


Total revenue plane-miles flown 


FOR LOCAL 


1953 


1, 518 
1, 158 
1, 063 
2, 587 

909 

702 
1, 947 
1, 868 
1, 587 
1, 363 
1, 871 
1, 022 
2, 096 
1, 666 


21, 357 


8ervices ) 


1954 


4, 047, 
1, 705, 
1, 851, 
4, 463, 
1, $26, 
3, 073, 
5, 244, 
2, 964, 
6, 248, 
3, 693 
3, O98, 
2, 563, 
4, 530, 
3, 130, 


48, 442, 


1954 


4, O11, 
1, 698, 
1, 845, 
4, 409, 
1, 806, 
3, 014, 
5, 202, 
2, 910. 
6, 216, 
3, 615, 
3, 060, 
2, 204 
4, 518, 
3, 114, 


47, 719, 


450 
SOS 
439 
859 
243 
808 
830 
951 
067 
355 
694 
039 
309 
$21 


673 


316 
910 


— 


io 
211 
372 
464 
856 
941 
823 
025 
80) 
073 
192 
487 


226 








8 flown in scheduled s8¢ 


1953 


, 366, 240 
, 614 
, 380 
497 
839 





270, 801 
976, 706 
890, 104 
3, 153, 445 

, 012, 275 
2, 633, 923 
3, 538, 257 
3, 509, 253 


44, 371, 204 


1952 1951 
1, 543 1, 546 
878 639 
1,070 1, 069 
2,714 2, 788 
667 683 
559 513 
1, 445 1, 226 
1,778 1,515 
1, 461 1, 429 
1, 336 1, 408 
1, 994 1, 947 
1, 035 1, 032 
1, 781 1, 801 
1, 446 687 
754 
19, 707 19, 037 


1952 


1951 


3, 223, 623 3, 326, 325 
1, 227, 264 928, 371 
1, 705, 856 1, 432, 390 
4, 649, 008 4, 550, 432 
1, 111, 961 1, 240, 663 
1, 988, 489 1, 546, 870 
2, 872, 738 1, 982, 862 
2, 681, 276 2, 055, 915 
5, 026, 904 4, 198, 103 
3, 854, 685 4,051, 422 
3, 339, 729 3, 026, 198 
2, 716, 503 2, 526, 630 
2, 784, O11 2, 948, 508 
2, 830, 795 1, 372, 056 

1, 277, 445 


40, 012, 842 


1952 


& 


960 | 


, 122, 
, 218, 
, 690, 
574, 
, 086, 
905, 
S68, 
679, 
010, 
851, 
332, 
696, 
, 122, 
, 789, 


Nie Sew 


on 


Pwseg 


694 
460 
243 
350 
111 
709 


727 
535 
076 | 
O82 | 
598 | 
270 | 
222 


744 


), 464, 190 


rvices only 


1951 


, 243, 419 


911, 


682 


, 402, 765 
, 504, 3 
, 152, 





1¥50 


(scheduled and nonscheduled 


1950 


3, O87, 
919. 
1,814, 
3, 780, 
1, O66, 
1, 198, 
2, O50, 
183, 
3, 673, 
3, 779, 
1, 835, 
2, 375, 
3, 054, 
i 
l 


297 
» wel, 


, 183, 


31, 230, 


1950 


3, 083, 

907, 
1, 801, 
3, 760, 

901, 
1, 186, 
2, 050, 

181, 
3, 663, 
3, 708, 
1, 831, 
2, 311, 
3, 045, 
1, 219. 





SERVICE AIR CARRIERS 


Average route mileage in operation (unduplicated count, weighted by 
length of time served during year) 


22 
260 
vid 
341 
452 
“46 
668 
OSS 
TRO 
942 
224 
455 
350 


261 


O10 


S44 

256 
160 
S30 
7ue 
SOS 
946 
560 
OOS 
731 

961 

734 
640 
646 








39, 547, 821 | 35, 744, 018 
| | 


1, 163, 123 


30, 818, 110 
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oO” 


aad 
TABLE I.—Total seat-miles available in scheduled services 
{In thousands] 
Carriers 1954 1953 1952 1951 O50 
Allegheny 96, 272 73, 314 65, 576 68. 112 ‘ 
Bonanza. 39, 076 40, 327 29, 24 18, 519 & 263 
Central 3Y, 043 46, 278 ; 10. 7 ¢ ) 
Frontier 92, 592 M1, 421 65, O62 1, 22 , ON4 
Lake Central 40, 258 35, S44 22, O54 3, W354 12, 748 
Mohawk 72, 156 53, 508 12, 709 (), SOE 3, 44 
North Central 109, 261 SY, ONS 4, 370 6, 330 6. G28 
Ozark 72, 773 74,417 66, GRO 42. 164 ) 
Piedmont 130, 553 123, 692 105, 212 R7 614 : 
Pioneer 83, 360 05, SOS 116, 361 4 RO. 123 
Southern , 276 63, 258 69, OS 63, 20 & 430 
Southwest 62, 541 63, 007 6, 623 1.2 R 54 
rrans-Texas 94, 970 74, 308 7, 146 0, S54 63,8 
West Coast 71, 633 75, 317 & SS4 27. 861 | 
Empire 20, 9 4,424 
rotal 1, 069, 664 QRO, 887 S81. 501 10. 548 RR OF 
TABLE J.—Total revenue passenger-miles carried in scheduled services 
{In thousands] 
Carrier 104 19 1G ny 
Allegheny 12, 0S 81, 238 nm 
jonanza. 17, 442 15, 24 0, 617 159 
Central &, 644 6.31 6, 392 { ”) | ” 
Frontier $7, 404 $2, 389 2,044 s74 17,479 
Lake Central 11,124 8. 34 139 1 4 (M41 
Mohawk 30, 2134 27, 11¢ 18, O70 l s \ 
North Central 17, 456 37, He 25, 238 ( { 
Oza 24, 707 20, 343 14, 138 s ( 
Piedmont 61, 923 aa) 4 (), 2 14. OSG 4, ORO 
Pioneer 42,123 1) () 18. H0) { ( 1 44 
Southern 22, 397 19, 28 1), G72 1s HS 
Southwest $4,840 $4, 752 $1.13 6}, 333 » : 
lrans-Texas 40), (43 20, 054 17,12 17, 37 14, 75¢ 
West Coast 29, 509 28, SSU 2 23 144 404 
Empire & 20 & 949 
Total 449, 572 379, OSS 320, 79 280, 233 185, 64 
TABLE K.—Total revenue passengers carried in scheduled services 
Carriers 1954 1953 1952 1951 1050 
Allegheny 272, 723 212, 049 179, 985 210, 473 1S), 1 
Bonanza 75, 655 65, 651 43, 277 29, 522 18. 030 
Central 58, § 42, 318 46, 0O5 $4 10, 822 
Frontier 145, 127, 765 125, 52 102, ; 65. 626 
Lake Central 78, 513 56, 480 $2, 742 40) 12. 757 
Mohawk 218, 680 162, O78 105, ORS 100 5, 468 
North Central 283, 556 217, 663 153, 067 6, 283 18, 797 
Ozark 153, 815 124, 44 M4, 426 49, 351 4.001 
Piedmont 308, 194 269, 773 224, 206 189, 369 123, 762 
Pioneer 16), 629 146, 859 182, 144 161. 856 128.171 
Southern 133, 544 112, 028 121, 065 06, 572 38. O53 
Southwest 180, 715 178, 817 164, 281 135. 158 118. 860 
rrans-Texas 134, 999 97, 304 76, 969 76, 144 64,754 
West Coast 164, 900 161, 614 141, O88 77, 079 66, 401 
Empire 42, 782 41, 272 
Total 2, 370, 480 1,974, 844 1, 681, 663 1, 431, 812 947, 873 
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TABLE L.—Total mail ton-miles carried 








Carriers 1954 1953 1952 1951 1950 
Allegheny 72, 996 70, 456 63, 071 60, 157 43, 189 
Bonanza 26, 794 23, 164 16, 563 6, 483 5, 362 
Cent 5, 516 40, 479 33, 001 22, 291 16, 344 
Fronti 105, O78 101, 232 109, 740 127, 808 73, OF 
Lake ¢ 31, 843 23, 568 15, 495 15, 276 R34 
Mohawk 43, 233 33, 759 34, 00 28, 373 23, 409 
North C tra 175, 149 112, 50. 94, 696 60, 202 it) 
Ozark 2,918 43, 152 40, 578 23, 814 4,197 
Piedmont 109, S68 107, 689 85, 823 65, 808 51, 835 
Pioneer 142, 496 120, 282 128, 483 LOS, 428 99, 334 
Southerr 83, 690 80, O50 86, 387 86H, O11 48.77 
Southwest 73, 210 80, 855 84, 432 62, 809 46, 406 
Trans-Texa ‘ . 126, 202 92, Sov 63, 684 0, 766 53, 64 
West Coast " ; 2 38, OVI £5, 943 35, 183 10, 628 7, 360 
Empire o- 25, 559 21,4 
Tota 1, 227. O83 976, 003 891. 141 754, 603 541. 651 


Cities Servep py Locan AIRLINES * 


Alabama: California—Continued Colorado—Continued 
Birmingham Indio ** Gunnison * 
Gadsden Laguna Beach ° Monte Vista’ 
Mobile Long Beach *° Montrose 
Tuscaloosa Los Angeles Pueblo 

Arizona: Marysville Delaware: 

Ajo Mendocino Dover * 

Clifton * Monterey * Rehoboth Beach *° 
Flagstaff ? Oakland Wilmington 
Kingman Oceanside °° District of Columbia: 
Morenci Ontario Washington 
Phoenix Oxnard * Florida: Jacksonville 
Prescott Red Bluff Georgia: 

Safford Redding Albany 

Tucson Riverside * Athens * 

Winslow ” Sacramento Atlanta 

Yuma San Bernardino * Columbus 

Arkansas: San Diego Moultrie 
Camden San Francisco Valdosta 
hl Dorado * San Jose - Idaho: 
irayeitteville San Luis Obispo Boise 


Fort Smith Santa Ana Burley * 
Helena * Santa Barbara * Coeur d’Alene 
Hot Springs Santa Clara ~ Idaho Falls 
Little Rock Santa Cruz Lewiston ~ 
Magnolia Santa Maria ~ Moscow ” 
Pine Bluff Santa Rosa * Payette ° 
Stuttgart Stockton ** Pocatello 
Texarkana Ukiah * Rupert * 
West Helena Ventura ~ Twin Falls 
California: Watsonville - Illinois: 
Areata” Yreka’ Cairo’? 
Blythe * Yuba City’ Champaign * 
Carmel Colorado: Charleston * * 
Chico * Alamosa * Chicago 
Crescent City ~ Cortez ~ Danville? 
Death Valley ~*” Denver Decatur’ 
El Centro * Durango * Galesburg 7" 
Eureka * Grand Junction Herrin *° 





1 Cities which are certificated for service through a common airport, such as Parkersburg, 
W. Va., and Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
2 Cities served by local airlines only. 
3 Service scheduled to be terminated Mar. 26, 1955. 
* Service certificated to begin Mar. 26, 1955. 
5 Seasonal. 
6 Certified but service not yet inaugurated. 
7 Certificate effective Mar. 7, 1955. 
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LOCAL 


CriIes SERVED By LOCAL AIRLINES *- 


Illinois—Continued 
Marion *° 
Mattoon *° 
Moline 
Peoria 
Quiney 
Rockford 
Springfield 
Urbana * 

Indiana: 
Bloomington? 
Gary’ 
Indianapolis 
Kcekomo ” 
Lafayette? 
Logansport ? 
Marion * 
Peru’ 
Richmond? 
South Bend 
Terre Haute 

Iowa: 

Clinton ° 
Davenport 

Kansas: 
Chanute? 
Pittsburg? 
Wichita 

Kentucky : 
Ashland 
Corbin ? 

Fort Campbell ?* 
Hopkinsville ? ® 
Lexington 
London * 
Louisville 
Paducah 

Louisiana: 

Baton Rouge 
Monroe 

New Orleans 
Shreveport 

Maryland: 
saltimore 
Cambridge? 
Cumberland ? 
Faston ” 
Hagerstown? 
O ean City? 
Salisbury ? 

Massachusetts: 
Roston 
Holyoke 
Pittsfield 
Springfield 
Worcester 





Michigan: 


Detroit 
Escanaba ? 
Grand Rapids 
Hancock P 
Houghton ? 
Iron Mountain? 
Ironwood ” 
Kalamazoo’ 
Lansing 
Marquette? 
Menominee 


2 


Minnesota : 


3emidji ” 

srainard ? 

Chisholm ? 

Duluth * 

Hibbing? 
International Falls? 
Minneapolis 

St. Paul 

Thief River Falls? 
Winona? 


Mississippi: 


Biloxi 
Columbus ? 
Greenville 
Gulfport ” 
Jackson 
Laurel * 
Natchez? 
Tupelo? 
Vicksburg ? 


° 


Missouri: 


Cape Girardeau? 
Columbia ? 
Hannibal 
Jefferson City? 
Joplin 

Kansas City 
Springfield 

St. Louis 


Montana: 


Billings 
Glendive 
Miles City? 
Sidney * 

Wolf Point? 


Nevada: 


Boulder City * 
Carson City ** 
Hawthorne” 
Las Vegas 
Minden ** 
Reno 


Tonopah 
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Continued 


New Hampshire: 


New 


New 


New 


Keene 
Jersey : 

Asbury Park? 
Atlantic City 

Long Branch? 
Newark 

Red Bank? 


Mexico: 
Albuquerque 
Clovis a. 


Farmington * 
Gallup * 
Hurley * 
Santa Fe 
Silver City ? 
York : 
Albany 
Auburn” 
Binghamton 
suffalo 
Corning 
Elmira 
Endicott 
Geneva ” 
Ithaca * 
Janestown ” 
Johnson City 
Liberty * 
Monticello *° 
New York 
Niagara Falls 
Olean ~- 
Rochester 
Rome * 
Syracuse 
Utica 
Watertown 


North Carolina: 


Aberdeen *” 
Asheville 
Branfort 
Charlotte 


Durham 
lavetteville 
Fort Bragg 
Greensboro 
Hickory 
High Point 
Kinston 
Morehead City ° 
New Bern 
Pinehurst 
Raleigh 


Southern P 
Wilmington 
Winston-Salem 


nes 


_1 Cities which are certificated for service through a common airport, such as Parkersburg, 
W. Va., and Marietta, Ohio. served by Allegheny Airlines, are listed separately 
2(jties served bv local airlines only. , 
* Service scheduled to be terminated Mar. 26, 1955. 


5 Seasonal. 


® Certified but service not yet inaugurated. 


595 12—55——_3 
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Crries SERVED BY Local AIRLINES *_Continued 


North Dakota: 
Bismarck 
Dickinson ? 
Grand Forks 
Mandan 
Minor ?* 
Williston? 

Ohio: 
Cincinnati 
Cleveland 
Columbus 
Dayton 
Dover? 
Lima’ 
Mansfield ? 
Marietta 
Marion? 
New Philadelphia ? 
Springfield ? 
Youngstown 
Zanesville? 

Oklahoma: 

Ada , 
Ardmore? 
Bartlesville 
Chickasha? 
Duncan? 
Enid ? 

Fort Sill 
Lawton 
McAlester? 
Muskogee 
Oklahoma City 
Ponca City ” 
Stillwater ? 
Tulsa 
Woodward? 

Oregon: 

Albany ” 
Astoria? 
Baker ? 

Coos Bay? 
Corvallis? 
Eugene 
Klamath Falls 
La Grande? 
Medford 
North Bend? 
Ontario? 
Pendleton 
Portland 
Roseburg? 

Pennsylvania: 
Altoona? 
Bellefonte ? 
Bradford? 
Clearfield ? 
Erie 


Pennsylvania—Continued 


Franklin ? 
Harrisburg 
Johnstown? 
Lancaster 
Lock Haven? 
Oil City? 
Philadelphia 
Phillipsburg ? 
Pittsburgh * 
Seranton 
State College? 
Wilkes-Barre 
Williamsport 
South Carolina: 
Greenville 
Greenwood? 
Myrtle Beach ?5 
Spartanburg 
Tennessee: 
Bristol 
Clarksville ?° 
Johnson City 
Kingsport 
Knoxville 
Nashville ° 
Texas: 
Abilene? 
Alpine? 
Amarillo 
Austin 
Beaumont 
Beeville? 
Big Spring? 
Borger ” 
srady ? 
Breckenridge? 
Brownwood? 
Bryan? 
Coleman? 
College Station? 
Dallas 
Edinburg? 
El Paso 
Fort Stockton? 
Fort Worth 
Galveston? 
Gladwater 
Harlingen ? 
Houston 
Kerrville? 
Kilgore 
Longview 
Lubbock 
Lufkin ? 
Marfa? 
Marshall? 
McAllen ? 


Texas—Continued 


Midland 
Mineral Wells? 
Mission ? 
Odessa 
Pecos? 
Plainview ? 
Port Arthur 
San Angelo 
San Antonio 
San Benito® 
Snyder? 
Sweetwater? 
Temple? 
Tyler 
Victoria? 
Waco 


Utah: 


Salt Lake City 
Vernal? 


Virginia: 


Bristol 
Danville 
Hampton 
Lynchburg? 
Newport News 
Norfolk 
Portsmouth 
Richmond 
Roanoke 
Virginia Beach 
Warwick 
Williamsburg 


Washington: 


Aberdeen ” 
Centralia ? 
Chehalis” 
Clarkston ? 
Ellensburg? 
Ephrata’ 
Hoquiam ? 
Kennewick ” 
Moses Lake? 
Olympia ? 
Pasco? 

Port Angeles? 
Pullman? 
Richland ? 
Seattle 
Spokane 
Walla Walla 
Wenatchee? 
Yakima? 


West Virginia: 


Beckley ” 
Bluefield ” 
Charleston 
Huntington 


1 Cities which are certificated for service through a common airport, such as Parkersburg, 
W. Va., and Marietta, Ohio, served by Allegheny Airlines, are listed separately. 
2 Cities served by local airlines only. 


5 Seasonal. 


® Certified but service not yet inaugurated. 


Mian 
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Crries SERVED By LOcAL AIRLINES *—Continued 


West Virginia—Con. Wisconsin—Continued Wyoming—Continued 
Parkersburg Manitowac * Cody* 
Princeton * Marinette * Greybull? 
Wheeling Milwaukee Lander *_ 

Wisconsin : Oshkosh * Laramie” 
Beloit * Rhinelander ” Lovell? 
Clintonville * Stevens Point? Powell? 

Eau Claire * Superior * Rawlins * 
Green Bay? Wausau? Riverton ? 
Janesville * Wisconsin Rapids’ Rock Springs’ 
La Crosse? Wyoming: Worland? 
Land O’ Lakes *° Casper 

Madison Cheyenne 


There is not local airline service in the States of Connecticut, Maine, Nebraska, 
Rhode Island, South Dakota, and Vermont. 

Mr. Fioserc. I would like to stress the reasons making necessary at 
this time the permanent certification of all the local service carriers. 

I want to stress the recurrent diversion of executive talent to renewal 
proceedings when that talent should be devoted to improvement of the 
operations of the feeders themselves. 

I want to stress the expense to the lines involved in recertification 
proceedings when the money spent on those proceedings could much 
better be devoted to many other improvements contributing to the 
financial and operational progress of the carriers. 

Senator Scuorrret. Mr. Chairman, I would like to ask a question 
at this point. Let us say that you have a line that is up for its second 
or in some instances the third application for renewal of their tem- 
porary certificate. 

About how much time does it take you or take the applicant, if you 
have any definite figures on it or a general figure on it, in days of 
preparation for making application for renewal ? 

Mr. Fiozera. Senator, I can say that generally the managements of 
these airlines consider themselves tied up for about 6 months in cer- 
tification proceedings. Now they build up to that climax rather 
slowly, but they are in some stage of preparation for renewal for about 
a year, but for about 6 months there is extensive work done by the 
executives of these respective companies in their efforts to obtain cer- 
tification, and on the average, about $50,000 of company funds spent. 

Senator Scuorpret. Now during that period of time of operation 
under temporary certificates you make the regular required reportings 
to the definite governmental agencies, do you not 4 

Mr. Fiopere. Yes; to the Civil Aeronautics Board. 

Senator Scuorrret. Which would reflect certain of the information 
which you are required, if you are an applicant, to present for the 
renewal for a certain term, is that right or wrong? 

Mr. Frosere. Yes; that is correct. I want to stress the expense to 
the lines involved in recertification proceedings when the money spent 
on those proceedings could much better be devoted to many other im- 
provements contributing to the financial and operational progress 
of the carriers. 





_) Cities which are certificated for service through a common airport, such as Parkersburg, 
W. Va., and Marietta, Ohio, served by Allegheny Airlines, are listed separately 

2 Cities served by local airlines only. F 

© Certified but service not yet inaugurated. 
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I want to stress the expense and inconvenience to States and cities 
and other users of the feeder services who must devote great effort to 
support of applications for renewal. 

I want to stress the desirability of giving the States and mu- 
nicipalities which have invested money in aeronautical facilities some 
assurance that their relatively large per capita investments have not 
been foolishly speculative. 

I want to stress the fact that nearly 214 million people rode in local 
service airlines last year and that American commerce and national 
unity were greatly promoted by the transportation these carriers fur- 
nished them. 

I want to stress the difficulties of convincing aircraft manufac- 
turers of the wisdom of designing and building an aircraft tailored 
to the requirements of the local service airlines when those manu- 
facturers fear that the customers for such an aircraft might not even 
be in existence by the time the aircraft has been constructed. 

I want to stress the difficulties and instabilities inherent in any 
financing program when the source of funds must be convinced that 
the airline in which he is investing will even be alive at the time that 
the loan matures or at the time that an equity investment might be 
expected to return some profit. 

I want to stress the inherent difficulties in operating a business where 
personnel programs are plagued with instability because of the doubt- 
ful life expectancy of the employer. 

{ want to stress the desirability and economic advantage of making 
long-term arrangements for hangars, navigational equipment, and 
maintenance facilities. 

I want to say to you gentlemen that the biggest step which the 
Congress can make at this moment to improve the national system of 
civil air transportation is the enactment of permanent certification 
legislation for the group of carriers that has by performance demon- 
strated its right to such certification beyond any previous demonstra- 
tion—the local service carriers. 

1 strenuously urge this committee that the way to “unpermanentize” 
the subsidy prese ntly paid to the local carriers is by permanentizing 
the certificates of the carriers themselves. Our earnest solicitation of 
the Congress at this stage of our development is that the major ob- 
stacle toward self-sufficiency inherent in the temporary certification 
system be removed from us by the legislative action which is within 
the power of the Congress. 

Senator Monroney. Does that complete your statement ? 

Mr. Fiopserc. Yes, sir; that does. 

Senator Monroney. Senator Schoeppel. 

Senator Scuorrret. I don’t believe that I have any further ques- 
tions with the exception of one. Now I saw your charts and presenta- 
tion here for the first time when I came into the committee room this 
morning and I know that there is a lot of data submitted by way of 
exhibits that I want to familiarize myself with in the most general 
way that I can, time, of course, being considered, but I understand 
that you take the position that with these applicants now that you 
represent, that they by reason of their performance records have at 
this stage of the game far surpassed those of the other lines when they 
were in a like and similar position way back there in the years past. 

Mr. Fioperc. Yes; I don’t think there is any question about it. 
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Senator Scnorrre.. That is what your exhibits seemingly indicate 
to me, just hurriedly listening to your explanation, that on that basis 
you feel that this legislation is justified, together with your conclu- 
sions which you have set up. 

Mr. Fiovera. Yes. 

Senator Scuorrre.. On the performance and services rendered and 
the costs as set up on your charts. 

Mr. Fuosera. I think that these companies have made magnificent 
progress toward self-sufficiency, and I think they can achieve self- 
sufficiency, and it is within the power of Congress to help them by re- 
moving this constant harrassment of having to go through another 
proceeding to justify another 3, 4, or 5 years of existence, to prove 
the same thing over again. 

They are serving the public and they should be allowed to continue 
to serve the public. 

Senator Monronry. Senator Payne. 

Senator Paynr. No, Mr. Chairman, I had a somewhat sintilar ques- 
tion to the one Senator Schoeppel asked. 

Mr. Fuoserc. I have not referred in this statement to the inter- 
change traffic that the local carriers furnish to the trunks, and I think 
in further answer to Senator Schoeppel’s question that that might be 
mentioned. These lines forward about $17 million as nearly as we 
ean figure it—it is a hard figure to derive actually, to the trunklines. 
About 1 out of every 5 passengers that we carry is carried for further 
transfer to the trunklines and, therefore, in consequence, further 
strengthening of the national system of air transportation, insofar as 
it is prosecuted by the trunks, results. 

Senator Monronry. Wouldn't it go about the same amount the 
other way, the trunklines connect with your lines to reach destinations ? 

Mr. Fiopera. No; the figure isn’t as large but it is still an important 
factor. 

Senator Monroney. I noticed a figure on another witness’ statement 
where there was nearly two-thirds as much going back to the feeders, 
which shows they help one another. 

Mr. FLopera. Oh, ye s;itistoour mutual advantage. It varies from 
line to line and area to area, but it isa very important factor to all of us. 

Senator Monroney. And you would not agree at all with those who 
say that the feeder service has reached its peak in that the maximum 
of their traffic that can be generated from the present operating points 
is near the saturation point ? 

Mr. FLonerc. Senator, I think that this industry is just in its infancy 
and I think the sharp level of climb of those curves demonstrates that. 

Senator Monroney. Would not the fact that they could have sta- 
bility so that a suitable plane of low operating costs and adequate 
seating for the specialized type of haul they make, if that is developed, 
where a greater frequency of service could be instituted, that you would 
then see the ratio climb still higher? 

Mr. Friosere. There is no question about it, Senator. The aircraft 
that these people are all using today is the DC-3 type aircraft, which 
is a fine old flying machine, but it has ceased to be an economical one 
for almost any kind of air operation, and for many of these short hop 
feeders it is especially uneconomical. 

Remember, _these people average a takeoff and landing approxi- 
mately every 75 miles. It varies from line to line again, but speaking 
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roughly you can say every 75 to 100 miles there is a takeoff and 
landing and a DC-3 type aircraft has high operating costs, high main- 
tenance costs; many of the spares have to be handmade at this point, 
others are derived by cannibalizing other aircraft, and everybody 
realizes they have to have a replacement aircraft. 

Now there may be called to your attention in the course of the 
hearings on this bill the fact that in the last couple of weeks two of 
the local carriers have bought some new aircraft. One carrier bought 
three Martins at a bankruptcy sale out in California, but I submit 
that for these lines to have to hang around waiting for the sheriff 
to knock down a few aircraft at a distress price is not a desirable way 
to plan the future of a business. The other carrier in the last few 
days was able to buy three aircraft that formerly belonged to General 
Chennault. You will recall, when a group of his aircraft that had 
been on the ground at Hong Kong for 2 years or so were transferred 
back to this country. Some of these aircraft have been reconditioned 
and one of the lines in the past few days bought these planes. 

Senator Monroney. Were these DC-3’s? 

Mr. Fioserc. No; Convair 240’s. The early Convairs. The bank- 
ruptcy sale aircraft were Martin 202’s, but waiting for General Chen- 
nault to come up with another emer genc y-generated sale is not proper 
long-range planning. 

Senator Monroney. Neither of those planes is adapted to the short- 
haul, up-and-down operation. What you need is a plane that doesn’t 
need to be a 250-mile-an-hour plane, but one that saves time on the 
ground and on landings. 

Mr. Fuopere. Yes, ‘these planes were the best available and the 
two lines thought they were better for their route operations than the 
DC-3’s they were operating; at least in these small numbers they 
could absorb these. Nobody will suggest these are ideal airplanes. 
What we need is an aircraft low in purchase cost, low in maintenance 
cost, and tailored to the requirements of these airlines. 

Senator Monroney. Isn’t it a fact that the present airplanes, lack- 
ing a market for commercial air transportation, are trying to get 
longer range, greater speed without regard to the type of operation 
you must have to make a feeder successful ? 

Mr. Froserc. There is no question about it. The lucrative traffic 
is the nonstop long-haul traffic and you can’t blame the trunks for 
emphasizing that. That is what they are in business for. 

Likewise, you can’t blame the aircraft manufacturers for emphasiz- 
ing that type of equipment in their construction programs. That is 
where the money is going to be for them, and so that is to their 
advantage. 

However, as I mentioned before, who is to stand up and say that the 
people in Tonopah, Nev., are not as much entitled to airmail service 
as the people in Johnstown, Pa. ? 

Senator Monroney. I think what best illustrates that is a situa- 
tion which came to my attention last week where on February 20, 
Braniff had petitioned to get out of Dubuque, Fort Dodge, Iowa, and 
Rockford, Ill., 3 points served by their trunk route, and the Board had 
agreed to that and had authorized them to withdraw and had subse- 
quently ordered United to serve these 3 points on 1 of their routes. 
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United apparently intends to take the CAB to court which will be 
some 2 or 3 years perhaps, before the CAB can effectively cause United 
to serve that route. 

Consequentlly, the three towns I mentioned were all threatened with 
absolutely no air service. I merely recite that to show that the 
tendency on the trunklines is to withdraw service from intermediate 
points and eventually, if the trend keeps on, the only service that 
many localities will have, will have to be an expansion of, and a vast 
increase in the route mileage of the feeder lines. 

Do you find that to be a fact ? 

Mr. Frosera. There is no question about that, Senator. That is 
absolutely correct. 

Senator Monroney. In other words, it has shifted its emphasis, 
where the trunklines would fight against the entrance of feeder lines 
into certain points, they now welcome it as a chance to be relieved from 
what they consider to be an uneconomic terminal to serve. 

Mr. Fioperc. There are a couple of exceptions to that general 
statement, but with those couple of exceptions, there is no doubt about 
it and certainly the enlightened trunks take that point of view. 

Senator Monroney. And if these lines are not allowed to have 
permanent certification and allowed to oe their route mileage and 
improve their route structure, we will face the unhappy choice of 
seeing many points now served by trunklines perhaps completely with- 
out air service. 

Mr. Fropera. Yes. 

Senator Monronry. Any further questions? 

Senator Scuorrre.. I have no further questions. 

Senator Monrongey. Thank you very much, Mr. Floberg, for your 
statement. The committee will give consideration to it and try to 
go over the statistics which you have presented which will be incor- 
porated in the record. 

The next witness is Mr. C. A. Myhre, president of Frontier Airlines. 
I would like to announce at this time that Senator Smathers is unavoid- 
ably detained in Florida on official business today and will be unable 
to be present. He hopes to be present for our hearings when we 
continue next Thursday. 

Would you state your name, and proceed ? 


STATEMENT OF C. A. MYHRE, PRESIDENT, FRONTIER AIRLINES 


Mr. Myure. Yes, Senator. 

My name is C. A. Myhre. I am president of Frontier Airlines, a 
temporarily certificated local service airline, with headquarters in 
Denver, Colo. It is a privilege to appear before this committee and I 
appreciate the courtesy you have accorded me. 

Frontier Airlines operates local airline service throughout the Rocky 
Mountain area, serving the States of Arizona, Colorado, Montana, 
New Mexico, North Dakota, Utah, and Wyoming. The cities receiving 
Frontier’s service are listed here on page 1. 
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(The information referred to is as follows:) 


Arizona: 
Clifton’ 
Flagstaff ’ 
Phoenix 
Safford *° 
Tucson 
Winslow ’ 

Colorado: 
Alamosa ** 
Cortez ** 
Denver 
Durango ** 
Grand Junction 
Gunnison * 
Monte Vista’® 
Montrose ** 
Pueblo 

Montana: 
Billings 
Glendive 
Miles City’ 
Sidney ** 
Wolf Point? 


1 


North Dakota: 
Bismarck 
Dickinson’ 
Williston ? 

New Mexico: 
Albuquerque 
Farmington *? 
Gallup * 

Silver City ** 

Utah: 

Salt Lake City 
Vernal *? 

Wyoming: 

Casper 
Cheyenne 

Cody 13 
Greybull * 
Laramie’ 
Powell *? 
Rawlins * 
Riverton 
Rock Springs? 
Worland’? 


13 








As can be seen, Frontier serves 41 cities, 28 of which depend entirely 
upon Frontier for air service. Fourteen of the 41 cities have no rail 
passenger service. 

You will note that three of those cities do not have railroads. Those 
who do have railroads have only irregular freight service and no pas- 
senger service. 

The Rocky Mountain region offers perhaps the greatest challenge 
toa local service airline. The rugged mountains and the high-altitude 
terrain present difficult obstacles. Several of Frontier’s airports are 
located at elevations higher than the en route cruising altitudes of 
many other airlines. For example, the field at Alamosa, Colo, is 
7,531 feet above sea level; Laramie, Wyo., 7,270 feet; 1 flight proceeds 
from Pueblo, Celo., an elevation of 4,690 feet, over a 12,000-foot moun- 
tain range to Gunnison, Colo, an elevation of 7,683 feet. Frontier 
crosses the Continental Divide 12 times each day. While mountains 
present difficult and cost operating problems, they are also the reason 
why air service is so vital to the area. 

The area served by Frontier has greater isolation and less adequate 
surface transportation than almost any other area in the United States. 
This fact has been consistently recognized by the Civil Aeronautics 
Board. In Docket No. 4840, on December 6, 1950, Public Counsel 
stated : 


* * * in any consideration of operation over route No. 73 there are certain 
significant differences between Frontier and other local feeder operators. With- 
out attempting to delineate in any detail, these differences are brought into 
clear focus by a glance at the map and a realization of the nature of the 
terrain over which the carrier operates, as well as the understanding of 
the difficulties of surface transportation in the area, and other factors which 
exist in the Rocky Mountain area that are not found in other parts of the 
country. 


1 Served exclusively by Frontier. 
? Has no rail service. 
® Has only irregular rail freight service, no passenger service. 


Wee. 
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It is obvious, of course, that rail transportation in the mountain- 
ous area would be circuitous and slow, and, in fact, nonexistent to 
many cities, as I pointed out previously. Winter travel by high- 
way is hazardous and many times the mountain passes are closed 
by snow so that ground tr: avel is at a standstill. Frontier is, there- 
fore, the only source of reliable and much needed transportation. 

Since approximately only 10 percent of Frontier's route system 
coincides with the established Federal Airways System, we have 
had to install, maintain, and operate our own airways system on 
the balance of the route. Over 2,000 miles of new airways were thus 
made available to aviation and are used extensively by corporation and 
private aircraft. 

The reliability and regularity of Frontier service is indicated by the 
fact that in excess of 98 percent of the annual scheduled miles are 
completed. 

Since the start of service in 1946, the company has maintained 
perfect safety record. It is interesting to note that one of the com- 
pelling reasons for establishing the Civil Aeronautics Act of 1938 
was to improve safety in air transport. It followed that one of 
the major contributing factors to air safety was economic stability 
of the carriers. The local airlines operating under rather tight fi- 
nancial arrangements, under a constant mandate to reduce subsidy, 
and to exercise the greatest frugality, the safety record established 
is excellent. During about 10 years of operation, the local airlines 
have had only 2 accidents that involved fatalities 

There is little doubt that the best indicator of the need for this 
transportation is the use made of it. The following figures for 
Frontier show fairly conclusively the need for the continuation of this 
service. 

(The information is as follows: ) 





ron-mil 
Year Number of | Passenger- | Passenger a a “ 
passengers miles load factor 
| Mail Express eight 
Thousands Percent 
1947_. 28, 062 6, 405 19.45 27,172 | 23, 428 47, 273 
1948 $9, 523 12, 142 21.18 60, 347 | 37, B5¢ 123, 853 
1949 60, 370 15, 25. 66 63, 034 , 659 163, 632 
1950 65, 626 5, 23. 92 73, 965 | 57. 062 162, 507 
TU castes 102, 394 27, 30.01 127, 808 76, 990 403, 611 
1952 125, 525 32, 34. 29 109, 740 72. 666 4%) 358 
1953... 127, 526 35.43 101, 232 66, 346 421, 867 
1954 ‘ : 145, 579 40. 46 195, O78 74, 29, 143, 058 





There, again, by comparison year by year—— 

Senator Monroney. This is your own record. 

Mr. Myure. This is for Frontier Airlines itself, which shows for 
1947 through 1954 what I think are significant increases in numbers 
of passengers, passenger-miles, load factors, which doubled in that 
period of time, and the increase in ton-miles of mail, freight, and ex- 
press. The question might logically be raised as to what the above 
figures really mean when related to the population of the cities served. 
At 22 cities that rely entirely upon Frontier for transportation, the 
following figures indicate the importance of this transportation in 
1954. Frontier serves six other cities exclusively, not included below, 
at which service was inaugurated on September 15, 1954. 
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Senator, what I included in this list at the bottom of page 4 and 
the top of page 5 are those cities which rely upon Frontier exc lusively 
for tr: insport: ition but which have been served for more than 1 year’s 
time. ‘These other six I mention here have just been added to our 
system. You will note that the average for these 20 cities is 417.9 
passengers per thousand population. It is true that in this list there 
are some low ones. You will notice some very high ones, too, however. 

(The information referred to is as follows:) 


Passengers 


City popu- boarded 


City lation, 1950 per 1,000 

census population 
Alamosa, Colo... a VS See ae) ee eee oS a4 f a ie 5, 354 515.3 
Clifton, Ariz ; 3. 466 148. 0 
Cody, W yo OS y 3, 872 591.7 
Cortez, ¢ ‘olo 2, GSO 1,110.4 
Durs aNgO, Colo 7,459 542.7 
Farmington, N. Mex 3, 637 1, 759. 7 
Flag talf, Ariz 7, 663 910.3 
Gallup, N. Mex 9, 133 306. 6 
Greybull, Wyo 2, 262 | 317.0 
Gunnison, Colo : 2, 770 260. 6 
Laramie, Wyo ced re el ; sleet 15, 581 152. 4 
Monte Vista, Colo___-. 3, 272 177.9 
Montrose, Colo__.. 3 ? - . 4, O64 309. 6 
Powell, Wyo-_.- ae Ss eee ‘ J navieaniee 3, 804 229. 2 


Mr. Mynre. The fluctuation in numbers of passengers boarded per 
thousand of population at the various cities is due in large part to the 
economic activity surrounding these towns and also to the fact that 
there is some semblance of ground transportation, also distance from 
major trade centers has some effect on it. But, by and large, I think 
the boardings are quite significant; in comparison to a study made 
with trunkline boardings per thousand population on DC- -3 in the 
same area, this is almost three and one-half times what was generated 
by the trunklines. 

Another indicator of the continuing importance of the service is 
shown by the traffic interchange with connecting airlines. Interline 
passenger revenues since 1951 are shown as follows: 

(The information referred to is as follows :) 


Passengers 


City popu- boarded 


ity | lati 95 

City eo 0 per 1,000 

. population 
Rawlins, Wyo ves ‘ Sasa 7,415 139. 0 
Riverton, Wyo ai ee eh eee | 4, 142 | 857. 1 
Rock Springs, Wyo ‘ 5 ebb | 10, 857 205. 2 
Safford, Ariz“ 3, 756 210.9 
Silver City, Ariz ' ; wad ‘ i 7, 022 79. 7 
Vernal, Utah ® 5 ‘ ; poak ; 2, 845 783. 5 
Winslow, Ariz_- } ie ‘ rn ee 6, 518 503. 7 
Worland, Wyo ‘ : : < ‘ beats eb5baernese i 4, 202 480. 7 
Average, year 1954 cette bom 7 ah Talila kde tid Eo koel shin eabiatinadani 417.9 


Mr. Mynre. You will note that in the first column, dollars given to 
other airlines, the figure is considerably larger than in the second 
column which is received from other airlines. The reason for that, of 
course, is obvious. The local carrier has the short haul. However, 
the local carrier selling a ticket gets only a small portion of the dollars 
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and turns all of this other money over to the trunkline who gets this 
long haul, and therefore the dollars are smaller in that respect. 

Senator Monrongy. You get no bonus or anything for any sales you 
make on other airlines? 

Mr. Myure. Absolutely not. The interchange of carriers between 
the scheduled airlines carries no premium or repayment. 

(The information referred to is as follows :) 


Interline passenger revenues 


Given to Re ] 


Year other alr from other 
lines iirline 
1951 $579, 836 $3587, 204 
1952 688, 868 29 872 
1953. . 873, 561 74,2 
1954 935, 844 667, 826 


Mr. Mynure. The local carriers ticket and handle the baggage and 
boarding of the passenger who goes on to a trunkline. Nothing is 
gained for that; not a thing. 

Senator Monroney. On railroads, if you originate freight, the 
originating freight line gets a certain maximum percentage of the 
haul; does it not? 

Mr. Mynre. 1 am not too sure of that. I believe you are right, 
Senator. 

Senator Monroney. I think the originating and terminating lines 
get the lion’s share on a carload of freight. I do not believe that is 
true with respect to passenger traffic on the railroads. 

Mr. Mynre. The question of cost to the Government is an important 
one. It is a question, however, which requires broader thought than 
that subsidy is an evil and must be stamped out. 

It has been recognized from time immemorial that transportation 
is the major tool of economic growth and development. The type and 
extent of transportation cannot, therefore, be dictated by individuals 

r special interests. That is determined by the needs of the overall 
economy, and must be administered to by those who have been chosen 
to guide that ec onomy for the best interests of all. 

The local airlines have brought adequate air transportation service 
for the first time to several hundred communities, tailored, with re- 
spect to number and timing of schedules, to the needs of such commu- 
nities. ‘The speedier travel and airmail and air freight services have 
made their indelible imprint upon the lives and business customs of 
the communities, as is attested to by the enthusiastic support given by 
the small communities to the local airlines in their bids for route 
renewals, 

When the Civil Aeronautics Board launched the local service pro- 
gram, it did so in accordance with the laws of the land. It did so 
with a long-range plan in view, knowing full well that subsidy would 
be required for a number of yearstocome. The Board did not attempt 
to determine then the exact length of time that subsidy would be re 
quired, but, rather, that it would be sufficient if the carriers showed 
progress each year in reducing the subsidy need per plane-mile. 

This continual reduction has been acc omplishe dd. Although the dol- 
lar volume of subsidy to the local airlines has increased year by year 
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through 1953, that increase is due primarily to increased route miles 
operated. 

The amount of subsidy paid in 1953 to the 14 local airlines was about 

$24 million. This is not a very large amount when eae to 
other subsidy allotments, and when the economic and monet ary re- 
turns to the Nation are properly considered. Other forms of trans- 
portation are receiving considerably more Government support today 
than the local airlines. 

If, then, the local airlines are making a substantial contribution to 
the national economy; are adequately serving the transportation needs 
of several hundred communities; are showing constant progress in 
increasing commercial revenues; are showing a continuing decrease 
in dependency upon Government support; have withstood the tests in 
public hearings which have led to certificate renewals several times, 
and all this in accordance with our established laws, for a period of 
10 years, what sound reasons can be put forth to show that the local 
airlines have not as yet earned the right to permanent certificates? 

With permanent certificates the local airlines can begin operating 
their business on a planning basis consistent with accepted business 
standards. 

Long-range planning from the standpoint of fixed equipment and 
financing is vital to the success of almost any business enterprise. 
Equity capital is the most desirable. The Civil Aeronautics Board 
has frequently recognized the desirability of attracting private capital. 
In one of the local service renewal cases the Board said: 

We are convinced that primary reliance on equity capital rather than debt 
is desirable for both local service and trunk carriers. Transportation as a whole, 
and air transportation in particular, as we have seen in the not-too-distant past, 
is subject to sharp contractions during the recession of the business cycle. 

During such periods a capital structure which includes extensive reliance on 
debt, with its fixed obligations that must be met when due, inevitably places 
the carriers in jeopardy of bankruptcy. Such risks are substantially reduced 
when the carrier is soundly financed with equity securities; for equity capital, 
with its freedom from fixed charges, will act as a cushion against economic 
adversity. 

The investor cannot be criticized, however, for not putting money 
into an enterprise which offers so little security from the standpoint 
of longevity. Debt financing creates a heavy fixed charge on the car- 
riers. If interest on debt had been converted to dividends in the 
past 5 years, local airline securities would have some appeal today to 
the investors. 

Employee stability and job security are other factors vital to the 
success of any enterprise. Job security is presently geared to each 
certificate renewal period. This results in costly employee turnover. 

The elimination of certificate renewal proceedings is another cost 
reduction factor which will help reduce Government dependence. 

From the standpoint of cost reduction possibilities, and from the 
standpoint of need for the continuation of this type of service, the con- 
clusion must be reached that it is in the public interest to make per- 
mi: eo the certificates of the local service airlines. 

Gentlemen of the committee, thank you for the opportunity to ap- 
pear before you and speak in favor of this legislation. 

Senator Monroney. Could you tell me what ratio your equity capi- 
tal is to your debt? 
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Mr. Myure. At the present time in our particular company it is 
about 2 to 1. 

Senator Monroney. The equity capital ¢ 

Mr. Myurr. Yes. é 

Senator Monronry. Could you tell me about what the going rate of 
interest is and the term of borrowing you can do? 

Mr. Mynere. In our particular case, again, it is 4 percent or in the 
neighborhood of 4 percent. 

Senator Monroney. How long a term? 

Mr. Myure. Our borrowing experience has always been geared 
the termination of our temporary certificate, except in one case where 
the loan is guaranteed by a personal individual. 

Senator Monroney. In other words, most of your debt structure 
has to be geared only to the duration of your temporary certificate? 

Mr. Myure. That has been true in our case in ever Vv instance except 
one, which, as I say, was borrowing in the last couple of years, and 
based upon the record that Frontier has made within these years, and 
plus the fact that an individual has guaranteed the loan, it does run 
beyond our present certificate expiration date. 

Senator Monronery. As you have expanded, have you found it pos- 
sible to market your equity securities ? 

Mr. Myure. We have not. The stock in Frontier at one time—I 
might make this clear: Frontier Airlines today is a merger of 8 sepa- 
rate carriers, 3 different certificates that were issued back in 1946. One 
of those carriers had sold its stock in the beginning back in 1946 and 
1947. Since that time, however, we have found it impossible to market 
our stock on the open market. It is held rather closely. 

The control is held by 4 or 5 individuals, and although as of now we 
have 700 stockholders, many of those are employees who do have a deep 
interest in this company and are doing everything in their particular 
power to help it get along. 

Senator Monroney. But, roughly speaking, if you wanted to buy, 
say, half a million dollars’ worth of new equipment, an issue of equity 
stock would be generally impossible outside of the rather closely he ld 
investors that are now in business: is that correct ? 

Mr. Myurr. I do not believe we could do it. 

Se nator MoNRONE Ze Are you able to de aC oF ire di ide nds on your earn 
ings or are you required to hold back reserves because of the necessity 
for continued borrowing short-term money ? 

Mr. Myure. We have not as yet paid a dividend in our company. 
The major reason for that is in the early years there were some sub 
stantial —, aoa of those were c¢ ‘reated by the merger of these 
three carriers in which certain expenditures of the individual com 
panies that were merged with the parent company, Monarch, were dis 
allowed in rate cases, which put a tremendous burden on our surplus 
account. 

Going from there, however, as we have gone into a profit: able bracket. 
it is impractical at the moment to put that money out in dividends for, 
as you state, the future, from the st: indpoint of needing additional 
equipment relies upon maintaining as strong a financial structure as 
possible, and therefore if dividends were being paid, our borrowing 
power, whatever it may be presently, would be considerably weakened. 

Senator Monroney. Senator Schoeppel. 
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Senator ScHorrre.. The Civil Aeronautics Board has the right now 
without this legislation to permanentize, so to speak, a number of these 
lines, your line being one of them. 

Mr. Mynre. Yes, sir. 

Senator ScHorrret. But it is apparently because of the reluctance 
on the part of the Board in the face of these showings which have been 
made here by the previous witnesses and which are indicated here by 
some of the statistical data—the Board seems to have been reluctant to 
move out in giving you a permanent status on what you consider to be 
a pretty practical, progressive, stabilized record that you have been 
building up. 

Mr. Mynre. Yes. 

Senator Scnorrret. In all probability that comes about on the 
Board’s part because of a feeling that they see no definite improve- 
ment. Does that seem to be the biggest stumbling block you are 
running into? 

Mr. Myure. From the standpoint of seeing a definite improvement, 
that seems to be minor. The issue that has been made most known, 
according to my understanding of it, is that since the carriers are not 
as of today self-sufficient or very nearly self-sufficient, that possibly 
by the continuation of keeping these on a temporary basis and con- 
tinuing to adjust and change route structures, by some hook or 

crook they might land upon the magic formula which will suddenly 
aes these carriers out into a subsidy-free situation such as the 
trunklines have. 

[ do not say that the Board is completely unsound in their reason- 
ing. Obviously, continual route changes as the years go along should 
do something. Either they are going to be good or bad. The Board 
will make this change on carrier A, and wait 3 or 4 or 5 years, and 
see if it does any good. 

If it did not, all of that time is wasted. If it did, well, fine and 
dandy. From the carrier’s standpoint, however, and from my own 
personal viewpoint, the operator has a substantial problem in his own 
territory. Take Frontier’s territory, for example, where many of the 
cities, practically half of them, only have Frontier’s service, and 
they use it, and the figures in this statement prove that they do use it. 
Operating conditions in that part of the country are such that from 
a cost standpoint they may not be comparable to other areas. There- 
fore, maybe because our cost level may be a little different from 
another carrier, we are classed below average, and since we are below 
average, we seem to lose any recognition from the Board’s standpoint, 
in spite of the fact that you can not discontinue this service, because 
if you do, you set the whole country back on its feet again. 

The economic development in that country, the uranium, the gas 
and the oil, the Government travel, and so forth, what is really sus- 
taining this traffic, is something that is really returning revenues and 
improvement and advancement to the national economy, and why 
should the transportation which is so vital to that economic develop- 
ment be constantly in question. 

For example, from a cost standpoint, 61.9 percent of our flying time 
is used in climb and letdown, because we fly in the mountains. We do 
not fly over them at 20,000 feet, we fly in and out of them, so only 38.1 
percent of our flying time is at cruising altitude. That takes gasoline. 
it takes power, and it takes wear and tear on aircraft, and maintenance 
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therefore must be critical, and we think more critical because of flying 
up and down these mountainsides. , 

Well, because of the inherent problems in putting needed transpor 
tation into this part of the country where practically 80 percent of 
this Nation’s resources lie, it costs money to put that transportation 
in there, we fall a little bit below average, and in some cases quite a 
little bit below average when you put all 14 of them together. We 
are put in that position in the Board’s mind that we cannot be con 
sidered for permanent certificates. Kut yet from the standpoint of 
the development of the country, if this service were discontinued, some 
thing else would have to move in. What it would be, I don’t know. 

Senator Scnorrret. Well, if you were on a temporary certificate or 
a trial run time and time again, as was brought out by the chairman 
here a while ago, your cost of financing because of the hazards involved 
could not be on as long a term basis or as favorable interest ratio, and 
things like that. 

That is just common sense. 

Mr. Mynure. That is right. 

Senator Scnorrret. And it would seem to me that the very thing 
you point out here, while you might be below average, yet the terrain 
and your physical characteristics and the inherent flying conditions to 
reach those inaccessible points, otherwise not available through any 
other transportation media, certainly should put you in an exceptional 
class that should not be considered to be exactly, say, a deterrent factor, 
because you have not shown the ratio of gains that they have in other 
areas, 

In other words, you have an exception in that area. 

Mr. Myure. It is quite exceptional from the standpoint of terrain 
and service. 

Senator ScuorrreL. How many years have you operated since you 
merged all of your lines? 

Mr. Myure. The beginning of our service was November 1946, and 
in 1949 the three airlines whic h cover now the Mexican border to the 
Montana border were put together and officially began operation op 
June 1, 1950. 

Senator ScnorrreL. How many cities did you cut out after you 
merged all of them, or did you cut out any ? 

Mr. Myure. No, sir. 

Senator ScuHorrprer. You added several. 

Mr. Myure. There have been some additions. Last December we 
extended services to the Williston Basin, in the oil area there, up to 
Bismarck, N, Dak, 

Senator Scnorrren. There is very important development going on 
up there in the oil and gas fields. 

Mr. Mytire. Yes, sir. 

Senator ScnorrreL. Thank you. 

Senator Monroney. In other words, the CAB apparently does not 
give adequate weight to the territories served by you and other feeders; 
isn’t it a fact, that given New York City, W ashington, Detroit, Chi- 
cago, Los Angeles and Seattle, that almost any local airline company 
could operate ‘with the same subsidy-free maner that the trunk carriers 
do today ? 

Mr. Mynre. I believe so, because of the number of bodies there who 
would get on the airplane, they would lick the subsidy problem. In our 
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area the population is sparser than in other parts of the country. In 
Frontier’s territory, our number of people per route-mile is about 3 305. 
Compare that to other carriers who range around eight and nine 
thousand. 

Now that is not meant in any way to be critical at all or to be setting 
us up on a pedestal by any means, but what [ am trying to point out 
is here is an area that is sparsely populated, yet here is an area which 
contains the natural resources, a large percentage of what this coun- 
try has. 

‘The development of those natural resources is what makes this coun- 
try grow and the transportation which we furnish in that area seems 
to me to be of such vital importance that how can it be in question as 
to whether there should be transportation there or not? It is just 
incongruous. 

Senator Monroney. In other words, the CAB has the power within 
its own hands, if it wants to eliminate the need for subsidy, it can 
increase route structures to terminals of traffic density to bring about 
feeder operations without subsidy ? 

Mr. Mynre. I believe it has that power. 

Senator Monroney. You are not here asking that; I do not believe 
the committee is considering it, but I am trying to focus the roadblock, 
the lack of density of population, and consequently less air travel, 
which consequently can be better served by the feeder lines under- 
going their present sabeiey operation. 

Mr. Mynre. That is right. 

Senator Monroney. Senator Payne. 

Senator Payne. No; I have no questions. 

Senator Monroney. Do you have any further questions ? 

Senator Scuorrren. No. 

Senator Monroney. Thank you very much for your testimony. I 
appreciate your giving the committee the benefit of your testimony. 

Mr. Max H. Miller, United Cement C o., of W ichita, Kans. Mr. 
Miller, we appreciate your appearing to give us the benefit of your 
rene sag I‘believe you are appearing for the first time as a user. 


STATEMENT OF MAX H. MILLER, CHAIRMAN, AVIATION COM- 
MITTEE, WICHITA, KANS., CHAMBER OF COMMERCE 


Mr. Mitier. Gentlemen of the subcommittee, I am Max H. Miller. 

Senator Scnorrret. May I break in to say, Mr. Chairman, that 
Mr. Miller is from my home town of Wichita and from my State of 
Kansas. I am glad to have him appear here. He was former presi- 
dent of the Wichita Chamber of Commerce and not only uses air- 
lines but knows, I think, their extreme value to the entire area of 
our section of the country. 

Mr. Mitirr. Thank you. 

Senator Monronry. You may proceed, Mr. Miller. 

Mr. Mitier. Currently I am serving as chairman of the aviation 
committee of the Wichita Chamber of Commerce. Asa representative 
of that body, I am here in support of Senate bill S. 651, introduced 
by Senator Warren G. Magnuson of the State of W ashington on 
January 91,1955. 


I appreciate this opportunity and will take only 2 minutes of your 
time. 
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Wichita, Kans., is served by two local service airlines. Central 
Airlines ties us in with our trade area in northern Oklahoma, and 
Ozark Airlines connects us with our trade area in southeast Kansas 
and southwestern Missouri. 

The major industrial user of this service is our billion-dollar air- 
craft industry in reaching supphers and subcontractors located in 
our satellite cities. To them and to our citizens in general the con 
tinued existence of these local service airlines is very vital. ‘Twice 
in the past few years we have appeared in renewal cases for Central 
and Ozark in a successful effort to retain what we have. Again, early 
next year, we will be facing another such proceeding when Central 
comes up for its second renewal proceeding. 

Instead of expending our efforts in repeated appearances to prove 
that we need what we have, we believe that we should be concentrating 
on additional local services we need to the North and West. After 
all, Wichita now ranks 56th in passengers generated among the 586 
United States cities receiving scheduled airline service. With such 
a record it should be reasonably obvious that we are doing our part 
to support the services we have, and will likewise support new services 
as they are provided. 

As businessmen, the members of the Wichita Chamber of Commerce 
are aware of the burden that is placed upon local service airlines who 
are having to operate under the handicap of a tentative future whose 
fate must hang in the balance each few years. These companies have 
proven their value to us. We have proven our need for them—four 
separate times before the Civil Aeronautics Board and daily in our 
use of these services. Now we would like to know that these lines 
are permanently with us. It is the type of thing that is vital to our 
businessmen in planning locations of branch plants and branch offices. 
These men cannot afford to invest in expensive facilities in our terri 
tory unless they know that the best transportation facilities now avail 
able will continue to be available and not subject to the changing 
moods of a remote five-man Civil Aeronautics Board. 

We urge that you grant these local service airlines permanent tenure 
that can assure them and assure us that a secure future awaits us both. 

Thank you very kindly. 

Senator Monronry. Thank you, Mr. Miller. 

Senator ScHorrre.. I have no questions. 

Senator Monroney. I believe it is a fact, is it not, that in Wichita, 
even the the largest aviation companies there, including Boeing, have 
no planes of their own? Whenever they go they use the airlines that 
serve Wichita—the commercial airlines; is that correct 4 

Mr. Miniter. That is correct, particularly Boeing, which has so 
many subcontracts out in the satellite cities. They do use airlines 
exclusively. 

Senator Monronry. And the subcontractors that are located on 
these lines would perhaps find it difficult to maintain their subcon- 
tracts or to keep the steady flow of parts and subassemblies flowing 
without the close link that you have into the Boeing plant and other 
plants there through your now scheduled airlines. 

Mr. Mixer. Senator, that is made particularly true by virtue of 
the large number of change orders that are continually coming through 
on military aircraft; and, as a change order comes down from wher- 
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ever it originates, it must immediately be put into process in all of the 
subcontracting plants. It might be well, too, to state that not only the 
aircraft industry, but we are a large, important center of the grain 
industry, and it is these local service airlines that connect us with 
similar industries in Enid, Okla., for instance. 

Senator Monronery. As a matter of fact, you have Boeing, which 
is manufacturing your jet tanker and your B-47, and now tooling for 
the B-52% 

Mr. Mintzer. That is right. 

Senator Monroney. To maintain that contract the Federal Govern- 
ment, if Boeing wished to do so, would probably maintain a fleet of 
aircraft, using that aircraft exclusively for Boeing itself, and it would 
be chargeable as a part of the cost of production of those planes, would 
it not ? 

Mr. Minter. I don’t think there is any doubt about it, and perhaps 
justifiably so, because of the time element in the subcontracting 
changes. 

Senator Monroney. But with these regularly scheduled feeder lines 
and these other trunk lines, they find it possible to operate without 
maintaining, at the expense of the Government, their own planes and 
crews. 

Mr. Mitier. That is correct; the local service carriers are presently 
providing that service. 

Senator Monroney. Any questions, Senator Payne? 

Senator Payne. No questions. 

Senator Monronry. We appreciate your coming up here and are 
glad to have your testimony in this matter. 

Mr. Gwinn Hicks, president of Lake Central Airlines. Mr. Hicks, 
we appreciate your appearing here and testifying on this bill. 

Mr. Hicks. Gentlemen, I appreciate the opportunity of appearing 
before you on behalf of Lake Central Airlines, a trusteeship estab- 
lished in the States of Indiana, Ohio, and Michigan. 

I would like to correct the chairman’s statement. I am not the 
president. I am the special administrative assistant to Dr. Stewart, 
who is chairman of the board, which is a trustee board which operates 
our airline. 


STATEMENT OF GWINN HICKS, ADMINISTRATIVE ASSISTANT TO 
CHAIRMAN OF THE BOARD OF LAKE CENTRAL AIRLINES 


Mr. Hicks. As of this past month the employees, 162 of the total 
254, have just acquired the control of the corporation and are retain- 
ing the trustee management. The trusteeship was appointed and set 
up by the Civil Aeronautics Board and therefore controls our airline. 

Mr. Monroney. What do you mean by “trustee”; is it in sort of 
bankruptcy ? 

Mr. Hicks. That is true. It had three different managements in 
the 414-year life from the original incorporator, who was Roscoe 
Turner, and later it was taken over by the Weesner family. Since 
the Civil Aeronautics Board asked for divestiture of the Wees- 
ner interests, a trustee control was set up and after some months of 
argument, the employees have been given the rights of ownership but 
we will retain the trustee control. 
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Thus, Dr. Stewart, of Purdue University, and four other business- 
men and administrators in the State of Indiana have been asked to 
serve as directors on the board. They have no invested interest what- 
soever and are just serving in the capacity of their civic interest for 
the development of our service in our local area 

As a result, Dr. Stewart is so tied up with his other business inter- 
ests that he could not be here today, but is so concerned with the per- 
manent certification of the whole local serv ice airlines as an industry 
that he asked me to bring down this record to read into the record 
for you gentlemen. 

My name is Gwinn Hicks. I reside at 407 North Pennsylvania 
Avenue, Indianapolis, Ind., and I am reading this statement for our 
president, Dr. R. B. Stewart, and chairman of the board, 

This is a statement prepared for the consideration of congressional 
committees conducting hearings regarding certification of local service 
airlines. 

My name is Robert B. Stewart. For the past 2 years, I have served 
as president of Lake Central Airlines under a trusteeship established 
by and subject to the approval of the Civil Aeronautics Board. I am 
also vice president and treasurer of Purdue University, the land-grant 
college of the State of Indiana. 

In this capacity, I have responsibility for the management and in- 
vestment of university funds and trusts. I am also secretary-treasurer 
of the Purdue Research Foundation and in this capacity have the 
responsiblity for the management and investment of foundation funds. 
At one time, the foundation was owner of the now liquidated Mid- 
West Airlines. I was secretary-treasurer of Mid-West Airlines dur- 
ing the period of foundation ownership and directed liquidation of the 
airline. 

The foundation has more recently financed North Central Airlines 
to the extent of $1 million on equipment loans. That airline has also 
had severe difficulty with its equity financing of which our founda- 
tion refused any part. In connection with my work as treasurer of 
Purdue University and the Purdue Research Foundation, it is also 
necessary for me to borrow large sums of money on long-term bonds 
or through banks and mortgage agencies. 

I am also vice president and a member of the executive and of 
the investment committees of the Standard Life Insurance Co. of 
Indiana and thus share in the responsibility of the investment of 
several million dollars annually in securities appropriate in Indiana. 

With the foregoing background of responsibility and experience in 
the investment of many million dollars in securities and with the re- 
sponsibility for both public and private investment, I am testifying 
that one of the most difficult problems facing the local service air- 
lines is the uncertain tenure of their certificates. 

It is almost, if not entirely, impossible to interest any semblance of 
sound business interests, either individuals or groups, in local service 
airlines equity financing. It is known to be an engineering fact that 
until these airlines can approach a 60-percent load factor, it is neces- 
sary for them to be paid extra amounts to enable them to perform 
the service imposed by the Federal Government for transportation 
and adequate communication between our peoples. It is being demon- 
strated that it will be several years before self-sufficiency is reached 
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but the pattern is favorable and is similar to the history of the now 
essential and successful trunk carriers. 

In connection with this problem, it is the considered judgment of 
those who have studied the Lake Central operations with me that it 
will take us at least 6 or 8 years to test out and properly realine the 
local service routes of the airline in its allotted territory—Indiana, 
Ohio, Michigan—in such a manner to permit a self-sufficient opera- 
tion. Our experience in approaching businessmen and others located 
in the several cities on our routes indicates that the first requirement 
placed by these men upon making an investment in an airline to serve 
their own cities would be a certificate of sufficient duration so as to 
permit honest and competent management to develop the route struc- 
ture and traffic necessary to allow self-sufficiency. 

Businessmen in our territory are frank to admit that the local service 
type of scheduled air carrier is most important to the maintenance 
of their business contacts in this air age. Yet they demand, for equity 
finance purposes, a charter which will provide the time needed to 
perfect the service they require. 

We consider it essential therefore that the Federal Government 
provide for the development of the local service airlines system in such 
manner as to meet the needs of our local communities. In order to 
sustain the general economic welfare of our territory as well as to 
meet the defense requirements of the Nation, it is essential that the 
smaller, satellite cities around the large trunk terminal centers should 
be linked with air service. To this extent, therefore, the Federal 
Government should consider payments to the airlines as, in effect, 
subsidies to the local communties; the airlines in turn should look to 
the local communities for sufficient equity capital to meet the basic 
needs of equipment and operating personnel to provide the necessary 
service. 

Important businessmen in the smaller cities served by our airline 
have assured me in various ways that they will participate in this 
problem to meet the needs of our communities as well as to help attain 
the self-sufficiency of the airlines desired by the Civil Aeronautics 
Board provided the airlines are granted a certificate long enough to 
permit them to carry out the development of their business in ac- 
cordance with the traffic forecasts. 

This means, for example, that we would have an immediate certifi- 
cate for not less than 10 years. Under present conditions, it appears 
that it will be approximately 2 years before a decision can be made 
relative to any renewal of our certificate or relative to the term of our 
certificate. This means that during the interim, it is impossible to 
actually secure equity capital although we have promises for the 
provision of capital if a certificate of sufficient length is provided. 
During this interval, therefore, only genius can so motivate a com- 
petent staff and secure such capital as will hold the airline together, 
let alone properly develop business. Yet our energies should be freed 
from the 7 uncertain, seemingly unlimited, and time-consuming 
hearings in Washington so this development can take place. We 
must be fr nll from damnation, then, for not developing business so 
that our efforts can be more concentrated on that task. 

IT am certain that the circumstances surrounding other local service 
carriers bear up my own experience which, in turn, is buttressed by 
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the attitudes with which I deal in connection with the investment and 
use of many millions of dollars in business enterprises. It is to break 
this impasse that I have concluded it to be important that the Con- 
gress authorize the immediate permanent certification of the local 
service airlines within their respective areas, particularly if the routes 
themselves are not thereby frozen and the Civil Aeronautics Board, in 
conjunction with the respective carriers, can continue to study the re- 
alinement of route patterns and the rate structure based upon the 
variable growth of traffic. 

Senator Monroney. Thank you very much for your statement. 

Are there any questions ? 

Senator ScHoEpreL. No questions, thank you. 

Senator Monroney. We appreciate very much your appearance. 

Mr. Hicks. Thank you, gentlemen. 

Senator Monroney. Mr. Hamilton, president of Ozark Airlines. 
Thank you for your appearance, Mr. Hamilton. 

Mr. Ropecers. Mr. Hamilton is not present, Mr. Chairman. I will 
represent Ozark Air Lines at the hearing. 

Senator Monroney. You may proceed. 


STATEMENT OF PAUL J. RODGERS, EXECUTIVE ASSISTANT TO THE 
PRESIDENT, OZARK AIR LINES, INC. 


Mr. Ropeers. My name is Paul J. Rodgers. I am executive assist- 
ant to the president of Ozark Air Lines, a local service airline with 
general offices and principal maintenance base on Lambert Field, 
St. Louis, Mo. 

Ozark’s 2,628 miles of routes extend over an 8-State region in the 
Mississippi \ Valley and Great Lakes area. We serve such metropolitan 
cities as Chicago, Milwaukee, Kansas City, Wichita, Nashville, Indian- 
apolis, and St. Louis, as well as 21 intermediate smaller cities in the 
States of Illinois, Indiana, Kentucky, Wisconsin, Iowa, Missouri, 
Kansas, and Tennessee. We have attached a system map showing our 
routes as appendix A. 

Ozark started its scheduled operations on September 26, 1950, under 
a temporary 3-year certificate which was renewed in August 1954 for 
an additional temporary 5-year period with some route changes. 

I would like to point out there, Senator, that the renewal case in 
which we are involved, the one referred to there, in August of 1954, 
is still in progress, because during the Christmas holidays we received 
another order from the Board directly concerned with our renewal, 
so that means as of the 1st of March it will be 2 full years that we 
have been working on our certificate renewals. Ozark, as contrasted 
to Frontier, is the peewee of the carriers to inaugurate service. 

During the past 414 years Ozark has flown 10,890,000 miles and has 

carried 419,582 Sania with a perfect record of safety. During 
Ozark’s first full year of operation, the calendar year of 1951, Ozark 
carried 49,507 passengers, in 1952 Ozark increased its volume over 
70 percent by carrying 84,463 passengers, and in 1953 with the relia- 
bility of our service greatly enhanced by a number of factors, includ- 
ing complete day : and night instrument authority which was available 
for the first time, Ozark transported ng passengers, an increase 
of 48.25 percent over the previous year. During the past calendar 
year of 1954 Ozark continued visio its passenger volume again 
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by approximately 25 percent and carried 156,391 passengers. A record 
of Ozark’s commercial revenue and traffic growth since the start of 
our operation is shown in appendix B. 

The progress of Ozark in reducing its dependence on Government 
subsidy is revealed in the rapid and consistent reduction of its break- 
even need. Ozark’s break-even need during the past 4 years had 
dropped from 87.3 cents to 58.7 cents per revenue plane-mile, a reduc- 
tion of 28.6 cents a mile, or 33 percent. I would like to point out 
there that we are the only area to start operations after the com- 
mencement of the Korean war, and I think it is outstanding that we 
were able to reduce our break-even need in spite of the national trend 
which was up everywhere. Our commercial revenues have more than 
doubled, increasing from 24 cents to 53.4 cents per revenue plane- 
mile, an increase of 29.4 cents per mile, or an increase of 122.5 percent. 
Appendixes C, D, and E show the trend and details of Ozark’s progress 
in reducing its dependence on the Government. 

I believe that the Senators on this committee whose States are 
served by a local service airline will agree that there is nearly unani- 
mous support by the people of these areas for the continuance of their 
local air service. It is also a matter of record that the Congress last 
year while considering similar legislation was nearly unanimous and 
unusually symps athetic with this “problem affecting the local service 
airlines. Their position is clearly understandable as they have first- 
hand knowledge of the wishes of their constituents on this matter. 

In addition to the Federal airport grants the States and local com- 
munities have made substantial investments of their taxpayers’ money 
beyond what would be required for private flying to provide approv ed 
airport facilities suitable for scheduled local service airline operations. 

I would like to point out there that in the instance of our operation, 
one-third of our cities have provided new terminal facilities during 
the period of operations. They have learned to rely upon the fre- 
quent service of the local service airline serving their communities and 
the service has become a necessary part of their economy. If their 
local air service was discontinued or if they were given a token service 
by a trunkline, they would be placed at a disadvantage in community 
development, prosperity, and growth. 

It is not conceivable with the public convenience and necessity 
of Ozark’s service so well established in most of its communities that 
Ozark Air Lines will be discontinued even if it continues to be plagued 
with a waste of recurring costs of renewals and the increasing costs 
of the short time planning and financing, all of which cost is eventually 
borne by the Government. 

The cost of a single certificate renewal for a local service airline, 
if all items are considered, is around $100,000 plus at least an equal 
amount for the State and communities. Ozark has no fears at the 
present time that it will not be renewed again in 1958, but our con- 
fidence in our renewal is not acceptable as collateral in arranging long- 
term financing for more efficient equipment that would reduce our 
dependence on the Government nor is it tangible enough to finalize 
any long-term planning that would reduce our cost. No business can 
possibly succeed economically unless it knows that it will be in exist- 
ence long enough to plan properly and to secure adequate financing. 
In the instance before us, we have the paradox of being told to reduce 
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our expenses and our cost of operation to the Government, while 
simultaneously being involved in endless procedural steps just to 
remain in business. The cost of participating in these lengthy and 
duplic ating proceedings far exceeds the savings resulting from econ- 
omies in our operation. t 

There is a sidelight, we would like to point out that the Civil Aero 
nautics Board has requested us to reduce our ground cost. By getting 
the cooperation of our cities we were able to reduce our costs by 
$100,000, but by putting the $100,000 back into a certificate renewal 

case, we are back where we started. 

Ozark Air Lines, as an example, has been involved in its certificate 
renewal case for nearly 2 years, a period dating from March 1953, and 
is still involved in that proceeding. In excess of $100,000 (approxi- 
mately $50,000 in segregated cost plus an equal amount resulting 
from interruption and lost time to the organization) when there was 
no serious question of Ozark’s fitness, w illineness, or ability to operate 
its route structure. ‘The only question raised was in reference to spe- 
cific communities and certain segments which had not produced traflic 
in the amount anticipated. 

I would like to point out, Senator, if I may, that on a $100,000 ex- 
penditure our average cost per passenger is $9.37, which means we 
would have to go out ‘and get 10,000 passengers just to stay in business. 
That is more than we board in a year in many of our cities. 

This amount of money is more than twice the amount of money 
spent by Ozark for advertising purposes during the entire year 1954. 
This expenditure, we are confident, would have returned far greater 
benefits to the Government and to Ozark Air Lines, if it would have 
been invested in advertising, sales, and promotion to increase our 
commercial revenues and thus reduce our dependence on the Gov- 
ernment. 

Senator Monronry. May I ask in that $100,000 figure if you include 
the cost to the Government through the CAB’s loss of time in special- 
ists and costs of hearings, and transcripts, and so on? 

Mr. Roperrs. No, sir; this is cost to our own operation. Our cer 
tificate expired in September 1953, and in March we started with 
the original application to be sure it was renewed, with the spadework 
with the communities, the preparation of exhibits. Our entire execu- 
tive staff with the exception of our operations manager was present 
here in Washington on our certificate renewal from approximately 
the first of October until Christmas of 1953. 

Senator Monroney. Would it be possible to say that if it cost the 
applicant a hundred thousand dollars that it probably cost an equal 
amount to the Federal Government in processing and handling these 
renewal claims? 

Mr. Ropncers. I would believe that would be true. 

Senator Monroney. We have no way of knowing that. Perhaps 
our staff could find out something about that. 

Mr. Roperrs. I know the hearings, the transcript of the exhibit, 
the staff work necessary in preparing Bureau counsel exhibits—I 
would think it would at least equal that amount. 

We are, therefore, here today to urge the committee to report 
favorably on this legislation which would require the issuance to the 
local service carriers of permanent certificates covering their 
operations. 
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The chief purpose of the proposed legislation is to assure greater 
stability in the local service airlines and to permit them to pl: in for 
the future with greater assurances that they will be in business over a 
period sufficiently long to permit proper financing and the exercise of 
efficient business judgment. 

Several important reasons appear which would justify the passage 
of grandfather legislation by the Congress. 

First, it would permit the expenses of the carriers to be reduced 
and hence would hasten the day when subsidy from the Federal Gov- 
ernment will no longer be required. This is true for the reason that 
every step planned ‘by a local service carrier must be based on its 
continued existence for only an additional temporary period and 
not on the thesis that it is a permanent institution. Depreciation of 
equipment must be figured on the short term rather than the long 
term. Equipment and real property can only be leased on a short-term 
basis with correspondingly higher costs. 

In addition, the existence of a threat of possible nonrenewal at the 
expiration of each temporary period causes the acquisition of equity 
capitol to be difficult of achievement. Similarly, where debt capital 
is available at all, it is available at somewhat higher interest rates 
than would be the case of businesses whose prospects of continuance 
are not publicly raised through a renewal proceeding every few years. 

Second : Quite apart from ‘the financial significance of a permanent 
as opposed to a temporary franchise is the matter of public acceptance. 

The Senator mentioned just a few minutes ago the case of the Iowa 
cities. There isaclassicexample. The cities, particularly Fort Dodge, 
felt that they would have a better chance to get the better air service, 
but they were exhausted, and told us over the phone that they didn’t 
have the money to continue. In the instance of one of the other 
cities up there one of the things that made our company the ugly 
duckling was the fact that we were temporarily certificated. They 
felt they would do better by sticking with the permanently certifi- 
cated carriers, whereas we might. be ‘out of business in a few years 
even though our service might be better for them. 

I have already given the committee some figures with respect to the 
overwhelming public acceptance of air-transport services provided by 
Ozark, but there is another side to this picture. 

There have been a number of instances where the trunk airlines 
would like to discontinue services to a smaller community which 
would thereupon be served exclusively by Ozark. In several such 
instances, the community has been reluctant to have the trunkline, 
with its permanent certificate, discontinue operations, although such 
cities are generally delighted to have the services of Ozark. 

In the back of their minds always exists the thought that if Ozark’s 
temporary certificate to serve them should not be renewed, they would 
be left completely without airline service, but if they can get service 
by a permanently certificated “name” carrier, their future will be 
assured. 

Typical of such communities are Peoria, Springfield, and Quincy, 
Ill., and Joplin, Mo. Therefore, some of them have been reluctant to 
embrace Ozark’s operations. 

A third point which should be given consideration by the com- 
mittee is that, as this committee has been informed before, one of 
the greatest needs of local-service carriers is a modern transport 
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aircraft which will permit local airline service to be provided at 
lower fares and which at the same time will raise the standard of 
equipment used in such operations. 

In this connection, it is difficult to blame the aircraft manufacturers 
for not developing such a modern local-service aircraft when the 
committee considers for a moment the fact that the manufacturers 
do not know whether the local-service carriers will continue in opera- 
tion for a sufficiently long period of time to warrant any manufacturer 
in going to the consider able e xpense involved in deve ‘loping and pro- 
ducing ‘Tocal-service transport aircraft. 

The Congress need have no fear that if it enacts grandfather legis- 
lation it will be giving permanent authority to a perhaps unneces- 
sary service. That there will be a continuing need for local-service 
carriers cannot be doubted. Had the local-service airline system 
been created without any actual or real justification for its existence, 
it could be expected to die on the vine or to continue indefinitely only 
at the expense of very substantial support from the Federal Govern- 
ment. ‘This is not the case. 

There is a continual reduction of subsidy in terms of dollars required 
for the amount of traffic carried. The reason for this is that the local- 
service carriers meet a need which cannot be readily met by the 
trunkline carriers. Operational, economic, and competitive consid- 
erations force the large trunk-type and regional-type carriers to 
concentrate primarily on the air-travel market for which they are 
best suited, that is, the long-haul, high-density market. 

In the fast-changing equipment development picture, it is obvious 
that such large carriers as American, United, and Trans World are, 
for example, the logical purchasers of such airplanes as the Boeing 
707. With an investment of $414 million in each long-range, high- 
speed unit of equipment, these carriers cannot be interested in stop- 
ping every 75 miles at the Champaigns, Decaturs, and Springfields 
across the country. If the large carriers were to be required to 
serve these smaller cities they would do so with considerable reluc- 
tance since their own earnings picture would be seriously affected. 
But more important, the communities and the traveling public would 
receive a minimum, token type of service. 

Since the major trunkline carriers have only been removed from 
the subsidy classification since 1951, it is unrealistic to think that 
they would take over and adequately serve these smaller cities, when 
they realize clearly that by doing so they might well be forced back 
on a subsidy basis. 

Furthermore, the local service airlines have originated substantial 
revenues for the trunklines and through their service to the numerous 
small communities throughout the Nation have expanded the base for 
trunkline operations by making trunkline service available at connec- 
tion points. For instance, in 1954 Ozark’s interline passenger traffic 
with the trunkline airlines resulted in revenues of $1,171,000 to the 
trunklines. The traffic fed to the trunklines by the local service car- 
riers, if Ozark’s experience is multiplied by that of the 13 other local 
service carriers, is of tremendous importance to the continued health 
and growth of the trunk airlines. 

Nor need the committee be alarmed lest its action result in the 
“freezing” of subsidy so that subsidy support cannot be withdrawn 
in those instances where it is determined that value is not being re- 
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ceived for subsidy moneys expended. We do not propose a static 
system of local service routes which would remain unchanged through- 
out the years. 

The Civil Aeronautics Board has ample authority where the public 
convenience and necessity require amendments to routes, including 
suspension of service to order such changes and has done so in many 
instances. But when the Board undertakes to make amendments 
which may be required in the public interest to the routes of a carrier 
having a permanent certificate, there is no feeling on the part of the 
public utilizing the carrier and the financial interests for whom capital 
must be secured, that the entire future of the carrier is at stake. 
Nor would it be necessary for the local service carrier to expend 
considerable sums of money at frequent intervals just to continue in 
existence. 

Any necessary route adjustments, however, designed to eliminate 
unnecessary subsidy could be effectuated by the Board. This is par- 
ticularly true so long as the local service carriers must depend on the 
Government for subsidy support. They cannot defy the hand that 
feeds them. 

The local service airlines are at a stage of their development roughly 
comparable to that of trunk airlines at about the time they were ac- 
corded grandfather rights in 1938. There is no doubt that the 
existence of permanent operating authority contributed to trunk air- 
line progress so that by 1951, 10 out of 13 trunklines were no longer 
receiving subsidy from the F ederal Government. 

From our point of view as a local service carrier, we are willing to 
abide by the same set of rules, whatever those rules were that were 
applied to the trunk carriers at that time. 

We believe that if the Congress of the United States will demon- 
strate its faith in the place to be filled by the local service airlines in 
the airline economy of this Nation by giving them permanent certifi- 
cates, the results in continued growth and attainment of self-suffi- 
ciency by the local service airlines will more than justify such con- 
fidence. 

We appreciate sincerely the opportunity to appear before you today 
to present our views on this important legislation. We urge that the 
committee unanimously endorse Senate bill S. 651 as a vote of confi- 
dence in our type of operation. 
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(The appendixes referred to are as follows :) 


APPENDIX A 


OZARK AIR LINES 


SYSTEM MAP 
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APPENDIX B.-—Ozark Air Lines, Inc., nonmail revenues and traffic growth— 
Sept. 26, 1950-—Dec. 31, 1954 


Nonmail revenue: 
SUI He iaiiti sede ccesisesicndccuse 
Calendar year, 1951..................- 
Calendar year, 1952__....._- 
Calendar year, 1953_......- 
Calendar year, 1954 
Number of passengers: 
SF Ea ned Bedcdnndasecccdcuncos 
Calendar year, 1951.........-.-.-- 
Calendar year, 1952..............-.- ee 
EOE EE 
Calendar year, 1954............------- 
Airmail (pounds): 
3 months 1950 !__.... Mishxnsritaihneaetiaden ‘ 
Calendar year, 1951 
CORN Cs 5 6 sis cecwccdeun Gi cacewesecnnscque 
CN ob Lad crerennswinbecawisuwesawenge 
Calendar year, 1954.........-.----- 
Air express (pounds): 
Eas. os eahnniaed ened mindecamesersussasee 
hs cn canwoniidetbosasnednewius 
dc iwcckvadassstbeeunndgudhesecn 
ORE Bs See cececweccttssccscoenes stbwwenwad poeuw 
Se a oie aceneensnsesegtnewusee ene 


1 Sept. 26 to Dec. 31. 
Source: CAB Form 41. 


Amount 


$494, 026 
$844, 486 
$1, 218, 006 
$1, 582, 745 


4, 001 





902, 258 
843, 400 
1, 096, 100 


Percent 
increase 


44. * 


70.6 
48,2 


24. 


"63. 6 


11 


16. 


21. 2 


—6 
29 
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CENTS PER REVENUE MILE FLOWN 


APPENDIX C 


OZARK AIR LINES 


GROWTH OF NON-MAIL REVENUE 
and 
DECREASE IN BREAKEVEN NEED 
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Source: Appendix D and E plotted om moving average of four quarters. 
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AppENDIx D.—Ozark Air Lines progress in reducing dependence on Government 
subsidy 
Break-even need 


for revente 
Period plane mile (cente) 


1950: * 
Bl) GORTCC? en nceekenn ns 
ie ge 


Average for year ____-- 


1951: 


St. GR, wsie nastics memns ions tates mained aienecanniinaass avinaeesa 142. 7 
a se saint preriea . aap iat 81.0 
PS NI ON a achat essa dest cs ei eg ts tk psi hina cn slips a scone nando daveb . 68.6 
A ak ass es sail as aes A a land odor a errata nncascased dae im eae e 
I ea ee ae nari etacae . 87.3 
1952: 
BI «IN ge cir naan ari is ip Sans a saad cnoidal accra 90. 6 
I ON i i ans apc is nahn tic sige becemipnee eres See se Tae a 
ee ee ciduinae inp mulaee aie dima wabisodie mia delas miliiaahweninedmaa “ae a 
4th quarter —...- scan sede eel aii a to aba sip ehcp erk and ita bl aiican ah oa teat 13.3 
Average for year 4 sa ist atte haa a ‘ 16. 1 
1953: 
et GRAPE? ona Regenadia ; ape 94 .2 
2d quarter —-.-_- i i hts Sacasibadtbanieasetated ek 
I o ciiiure cn amacsinem cles edie aoe thet 
4th quarter ..._.- dai su scsi eatin sa 63. 0 
Average for year _- bbdl Gian ea cadinnAddés Siete ks Babies 74. 1 
1954: 
Be GUNIUOF 242.....«. 7 ke oe 75. 4 
20 GQUAUUED ccimeininn i Seok bill Scdeiasts eps che ateie bette i 53.6 
ONE sing sitraitealentntmindis Sargeant imine Lacie dees ah liaisdh cas la 00.8 
4th quarter ____-- ae i AN EN ee 5D. O 
Average for year net ae cert beh ticles etka geal 58.7 


1 Service inaugurated Sept. 26, 1950. 


Source: CAB Form 41. 


APPENDIX E.—Ozark Air Lines—Growth of nonmail revenue 


Non-mail revenue 
per revenue 


Period plane mil cents) 
1950 : * 
PE NOT iiciiciccs be pinie ectipthdis ceinee hema deo 22. 2 
4th quarter____- patie sgl aebabensveh bani 20.8 
MTORR SOP ORR old ti tdbe nw edadedi i saat a acehincoaiclens 20.8 
1951: 
a alee 
Ras 2 a be 24.0 
3d quarter_______-_ Paice ecco eiicaptis tek nce ae sa cat cok Sas Nd en ectndcae2s 25.8 
tS ied ‘ es 24.8 
ae NN ia ae eee 24.0 


2 Service inaugurated Sept. 26, 1950. 
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APPENDIx E.—Ozark Air Lines—Growth of nonmail revenue—Continued 


Non-mail revenue 
per revenue 


Period plane mile (cents) 
1952: 
a I celal na vee air mab acmu a een aga aa 19. 4 
BN fa sien sit nina ia a eoaninn ie aie Aa ikea cotta ape deat 31.5 
Sa quarter.......... sc gels le a ne aap as ag ceem 36. 2 
I iim eis Se Ung aa 37.6 
I RN a oar a sg sc rede ais scence te a swe 31.5 
1958 : ; 
BE UE sists een RA Rap bin aw eemem bn wen 32. 9 
en IE a ictcr snc enccesmninst ih a A a SS NN ao ira poe nn wg 2.2 
Be IE ac cane nem cnunenpentosesustuseseescnceibecideeneeeun 41.0 
BO NN tain son ani np os i sia et is hcl ameay og 44,7 
NI ON Us enc estes emp ae mie ainieinm empha 40. 5 
1954: 
DRC CEO ncn nwnititinknkitinaninhnnn enna Re ed sat 41.5 
I NN itech Wise UNM i cg Re ls ins ano hep ea ed ae 54. 6 
Oe ARIE oo iceninekneesncnnnsenscancRaeeneneecaSenecawedinbtimem 58. 4 
I a5 ai careers tea edo gigas sirens ape eases saan tb acl 57.9 
NN RN aa scan hs ietiiline en ameseigcas ssa angina manta Hi 53. 4 


Source: CAB Form 41. 


Senator Monroney. Thank you very much. Senator Schoeppel. 

Senator Scnorrren. Mr. Chairman, I merely want to point out 
with reference to Ozark that on appendix A, in my State of Kansas, 
Wichita is the great manufacturing center for aircraft and a lot 
of other related industries, to s say “nothing about the subcontracts 
that come out of there to southeastern Kansas. Until Ozark moved 
in with this leg from Wichita to Pittsburg, southeast Kansas had 
no regular service. We had no regular train service, and we had 
a rather irregular trucking service ‘down through that area. 

Right there is a segment that is being served by the gentleman’s 
airline who is testifying here today that I know has developed into 
a very profitable operation, for the first time in my State, you could 
get out of Wichita and move into southeast Kansas and then on 
down into the great Joplin and Springfield area and that ties it up 
with the Missouri and St. Louis area, whereas you couldn’t get out 
of Wichita into the St. Louis area at times without laying over for 
long waits in Kansas City, and it has multiplied and tripled the 
traffic. I am sure I am right on that, into that area. That just 
shows what that type of line can do. 

Correspondingly speaking, many times in my knowledge south- 
eastern Kansas people have flown into Wichita to make connections 
out of there on these airlines, which just-shows what a feeder line 
service will do. I just think it was apropos to have that mentioned 
on the basis of your testimony here today. That is something I 
know of personally. 

Senator Monrongy. May I ask you in dispatching the mail, the 
airmail out of Chicago, do you ever get cut in on any of the haul 
for the St. Louis airmail or ‘the Kansas City airmail or the Wichita 


airmail, or are you restricted in your mail load to most of the in- 
termediate points? 
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Mr. Ropcers. Well, our service is designed primarily for the in- 
termediate points but there have been instances, during the Christ- 
mas rush, for example. We have very close liaison with the Post 
Office Department and we have carried terminal-to-terminal mail. 

Senator Monroney. But ordinarily you do not do that although 
you could deliver the mail within an ‘hour of what the trunk car- 
riers could ? 

Mr. Ropeers. On the basis of the schedules as posted, the post 
office decides which services will get the mail to the end of the line 
fastest. If there are instances where we can show that, we have 
heen given it. 

Senator Monronry. Are you given any of this haul that has been 
going—I think it has been restricted more or less to the trunklines 
for the transportation of first-class mail by air? 

Mr. Ropcrers. Yes, we do have that on one designated segment, 
the one that comes from Milwaukee to Moline, Davenport, Spring- 
field, so on one of the segments we handle first-class mail, just that 
one. 

Senator Monronry. Stepping up of that first-class mail being han- 
dled by feeder airlines would greatly enhance your revenue-load fac- 
tor; would it not? 

Mr. Ropeers. Well, in our particular instance, by the method of 
payment, we are paid on a plane-mile basis with little regard to 
the actual tonnage. Eventually it would and it would help reduce 
our dependence on the Government if we tied in our service pay to 
the actual amount of mail that is moved. 

Senator Monroney. It would seem to me if you are going to be 
paid a subsidy anyway that whatetver you would earn by trans- 
porting the mail would therefore decrease the amount of subsidy 
necessary. 

Mr. Ropeers. It is our feeling, and I don’t know how true it is, 
but it is our feeling that even in working with the Post Office Depart- 
ment, the fact that we do not have a permanent certificate, that we 
are, as I mentioned earlier, kind of the-ugly duckling of the industry, 
hurts us in the industry, because they are pli inning for the long pull. 
The Post Office Department is a big organization ‘and they are reluc- 
tant to make arrangements in their me thods of mail pic kup and de- 
livery, when they don’t know how long we are going to be in business. 

Senator Monroney. If they knew definitely you were going to be 
in business 5 years from now perhaps many of the rail or motor 
routes which are delayed or circuitous in arriving at some of these 
mail points could be given to you for haul which would not result 
in any additional cost to the Government. 

Mr. Roperrs. That is our feeling, sir. 

Senator Monroney. We thank you very much for your testimony 
and appreciate your appearance. We have another witness at this 
time, Mr. Richard P. Axten, from New York. 

Mr. Axten, excuse me just one moment. In line with the question 
I was just asking Mr. Rodgers, I would like to have Mr. Floberg 
make an addition to the carrying of first-class mail by the feeder lines. 

Mr. Fiosere. Senator, since last September, all of the feeder lines 
have been carrying some first-class mail, the so-called preferential 
mails. Actually three of the lines carried some of that mail since 
March a year ago, but for practical purposes, this first-class mail 
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by air experiment is Just getting going. It really will be calendar 
year 1955 that will prove the eflicac y of this forward-looking experi- 
ment on the part of the Postmaster General. 

I might add in some segments of the country it has been utilized 
much more enthusiastically than in others by the Post Office Depart- 
ment, but in no case has it been anything but an unqualified success, 

Senator Monronry. The mail pay for this carrying of the first- 
class service does result in no additional cost to the Government, is 
that. correct ? 

Mr. Fiosere. That is correct. 

Senator MonroNey. When you consider the subsidies versus the 
earnings of the airline, it costs them very little much more to carry 
the first-class mail than to run the planes empty, therefore the revenne 
they get from the carrying of that first-class mail does and in the 
future would result in a general lessening of the subsidy amount in 
about an equal proportion. 

Mr. Frioperc. What we actually mean, Senator, is to that extent 
these airlines earn the money they receive, instead of receiving it in 
subsidy, even though it is the same total number of dollars and as I 
said before they all want to earn their money, they would much prefer 
that to subsidy. 

Senator Monroney. And they carry it at a lower rate than that 
for the regular air mail. 

Mr. Fioperc. Yes, because it is carried at 30 cents a ton-mile on a 
space-available basis. 'Ton-mileage is really fictitious with the local 
airlines. They may carry just a small pouch of letters but_ still 
they are paid on a ton- mile basis. Really it is a service rendered 
to the citizens of the country so that they can get air mail service 
even though we are talking about pounds that for short distances 
rather than tons for many miles. 

Senator Monroney. Mr. Axten, we appreciate your appearance. 
Would you state your name and testify in your own behalf? 


STATEMENT OF RICHARD P. AXTEN 


Mr. Axren. Yes, sir. 

My name is Richard P. Axten, I am director of operations for 
Alexander Smith, Inc. 

Senator Monroney. That is a rug company. 

Mr. Axren. Yes. 

My company, Alexander Smith, Inc., which is one of the Nation’s 
oldest and largest carpet companies, has recently been relocating its 
productive facilities. Our largest plant and major source is now 
located in Greenville, Miss., This plant has 15 acres of floor space. 
It is completely modern, air-conditioned, and when it reaches full 
production this summer, it will employ close to 1,000 people. With 
dozens of big looms, spinning frames, and other costly equipment, 
this plant represents an investment by Alexander Smith of many 
millions of dollars. 

Needless to say, Greenville, Miss., was selected as the site for this 
big plant only after months of careful study and investigation of 
many possible locations. One of the principal factors which led to 
the selection of Greenville was the fact that this fast-growing city 
already had a good airport and a well-established and dependable 
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airline—Southern Airways—to provide fast service for our personnel, 
mail, and express shipments between the plant and other company 
locations. 

Since the establishment of Greenville Mills we have come to depend 
more and more on the services of Southern Airways. Hardly a d: ay 
goes by that we don’t have several people flying in or out. This num- 
ber will undoubtedly increase, as we are currently in the process of 
transferring our corporate headquarters from New York to Green- 
ville and moving most of our staff departments there. Our utiliza- 
tion of airmail ‘and air express in and out of Greenville is also in- 
creasing steadily. It means a great deal to us to be able to mail letters 
at the close of business in Greenville and to have them delivered in 
New York and many other company locations the next morning. If 
we did not have air service into Greenville, our mail would take at 
least an additional 24 hours, and frequently more. Furthermore, it 
means much to us to have air express available to rush special carpet 
samples or other items needed by one or another of our sales offices 
across the country to secure a valuable order 

Alexander Smith also has plants at Brockton, Mass., Philadelphia, 
Pa., and a new one now being brought into production at Liberty, 
S.C. This new plant is located near Greenville, S. C., which is also 
served by Southern Airways. As the new Liberty plant hits its stride 
and our corporate headquarters are established in Mississippi, there 
will obviously be a considerable stepup in our use of air services 
between these locations. 

One final point. Last December we held our general sales meeting 
at Greenville, Miss. We brought 130 sales personnel in from all parts 
of the country. We chose Greenville for the meeting because we 
wanted our salesmen to see the new plant of which we are so proud 
so that they could tell their customers at firsthand just what it means 
in terms of product value and quality. If it had not been for Southern 
Airways, such a meeting would have been completely impractical. 
As it was, we brought in a total of 150 sales and top management 
personnel in 1 day hy means of Southern’s regularly scheduled flights 
plus 1 additional plane. We held 2 full d: ays of meetings, and had 
everyone back in his home territory on the follow ing day. 

Southern Airways is performing a very vi aluable and important 
service throughout the new, vital, and expanding South. I have no 
doubt that similarly valuable service is being provided elsewhere by 
other airlines which are also currently operating under the uncer- 
tainty of temporary certificates. It would seem both logical and 
constructive to make it possible, through the provisions of S. 651, 
for these airlines to secure permanent certification. We at Alexander 
Smith would certainly feel a great deal more secure regarding the 
future of our new Southern operations if we knew that the future 
of Southern Airways was assured. We strongly urge favorable action 
on 8. 651. Thank you for this opportunity to present our views. 

Senator Monronry. Thank you very much, Mr. Axten. 

Senator Schoeppel. 

Senator Scnorrren. No questions. Thank you. 

Senator Monroney. How long would it take your sales staff and 
your executive staff by train to get from New York to Gree nville, 
Miss. ? 
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Mr. Axten. I do not know the exact answer to that, Senator, but 
I remember that when we were first exploring the site and making 
the first preliminary arrangements to go to Greenville, Miss., we had 
some of the older members of our management group who were not 
keen on flying and they elected to go by train. 

My recollection was that—I do not know what route they took but 
obviously they took the best route the *y could find—and they left one 
night—I remember they had 2 nights and 1 day on the train. 

Senator Monroney. So you had 36 hours. 

Mr. AxTEN - Roughly 36 hours, and then I believe it was Memphis 
that they were at, ‘and then they were met by cars and driven 150 
miles south to oaaaiiie. 

Senator Monroney. I see. They got to Memphis in 36 hours. 
How long does it take you to fly ? 

Mr. Axten. We fly to Memphis and get a Southern Airways plane 
which is about an hour. We usually leave New York around 10:30 
and we get into Greenville around—my recollection is it is between 
3:15 and 3:45 in the afternoon. 

Senator Monronry. The same business day, in other words. 

Mr. Axten. Yes, sir. 

Senator Monroney. And that saving of time for executives would 
also be possible for your origination of air express shipments on 

carpet samples ¢ 

Mr. Axren. Oh, yes, that is very important, particularly in the 
area of contract carpeting; that is, carpets for commercial installa- 
tions. This is a highly competitive business and we have many 

eager competitors, and when a bank building or an insurance company 
or “somebody wants carpet and they have some specific specifications 
they want to meet, they give us a few days and we can whip up a sample 
of what ‘we propose and give them costs, and it is a question of how 
fast you can get thats sample back to them. 

Very frequently that determines whether you get the order or not. 

Senator Monroney. In other words, it gener rates a great deal of 
business to have this time cut down by well over half, I would presume. 

Mr. AxtTen. It makes a great deal of difference. 

Senator Monroney. I see. 

Mr. Axren. Another aspect of that is for the time being, at least, 
we are keeping our styling and design department in New York for 
a number of reasons, which I think are fairly obvious, and so we have 
to send designs from designers to the mill where they are translated 
into actual cloth and then back : gain. So it works both ways. 

Senator Monroney. You probably would not have made the invest- 
ment of several million dollars in this new plant in Greenville if you 
had had only a 3-year lease on the plant and would have to come up for 
another indefinite lease for another 3 or 4 years, would you? 

Mr. Axten. No, sir. 

Senator Monronry. And you could not keep personnel very well if 
that were the case. 

Mr. Axten. That is very true. 

Senator Monroney. Isn’t that rather analagous to the present 
operations of our feeder lines, without any definite length of life or 
permanency of their operating tenure? 

Mr. Axren. That is very true, sir, and an extension of that would 
be Alexander Smith’s position. To a very considerable extent our 
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operations in the South depend upon this feeder service. We certain- 
ly would never have gone to Greenville in the first place if Southern 
Airways hadn’t preceded us by several months. 

Senator Monroney. Thank you. 

Any further questions? 

Senator ScnorrreL. No further questions. 

Senator Monroney. Thank you very much for the courtesy of com- 
ing down here and giving us the benefit of your views. 

We have Mr. Ke ith K: ‘ahle, president and general manager of Cen- 
tral Airlines of Oklahoma, Kansas, and Texas. And I guess Arkan- 
sas now, too. 

We are glad to have you with us, Mr. Kahle. I am familiar with 
Central Airlines. I have ridden it several times and, like Senator 
Schoeppel, know the hours saved in getting around to the parts of the 
State of Oklahoma that you serve. 

We would like to have you testify in your own way. 


STATEMENT OF KEITH KAHLE, PRESIDENT OF CENTRAL 
AIRLINES, INC. 


Mr. Kane. Thank you; and we appreciate the cash customers, too. 

Mr. C hairman and members of the committee, my name is Keith 
Kahle. I sincerely appreciate the opportunity to appear before. you. 
I am president of Central Airlines, .1 of the 14 local service airlines 
of the United States. I come before you today to give you some facts 
concerning the problems confronting local service carriers because of 
their temporary existence. 

Let me first give you a brief background of our company. 

We were first certificated by the ¢ Civil Aeronautics Board in 1946, 
because we were familiar, through extensive study and experience, 
with the transportation needs of Oki: ahoma and adjacent portions of 
its neighboring States. We were “born” at a time when air transpor- 
tation was in its postwar slump and airline securities were most un- 
popular. It took us several years to obtain the capital to begin opera- 
tions, and we started out with small single-engine Beech Bonanza 
airplanes capable of carrying a pilot and three passengers. 

I might mention that for that type of operation the Beech Bon: inza, 
built at Wichita, Kans., was a very, very fine airplane. 

Central Airlines made its first scheduled flights on September 15, 
1949, using the Beech Bonanzas. Two months later we had all of 
our routes in operation. For the next year we built up our organiza- 
tion, qualifying and training our personnel, establishing proc edures, 
bringing our name before the public, and carrying m: ail and passen- 
gers. We could only fly during daylight hours and only when the 
weather permitted constant reference to the ground, because we flew 
single-engine planes. 

Our : safety record was perfect; we completed 93 percent of our 
scheduled flights, and well before the end of the year we were fre- 
quently refusing passenger reservations due to lack of seating ca- 
pacity. Fourteen months after the first flight we were ready to begin 
conversion to standard Douglas DC-3 air pl: ines. Traffiewise, we had 
progressed as well as most local service airlines in their first year. 

Today, Central Airlines operates nine DC-3’s serving all sections 
of Oklahoma, northern Texas, the Texas Panhandle, southern Kan- 
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sas, eastern and central Arkansas and eastern Missouri through 
Kansas City and Joplin. We serve 26 cities and towns in these 5 
States with 116 daily departures as a public servant to more than 5 
million people. 

Last month Central provided service for its 200,000th cash custo- 
mer, all carried in perfect safety and with a high degree of schedule 
reliability. We presently employ 337 people. 

Our record is one of steady growth and development, as the follow- 
ing table shows. 

(The table is as follows :) 





Revenue Revenue pas- 
passengers | senger miles 
| 

1949 (Sept. 15 pi ‘ aS 823 | 100, 000 
1950. | 10, 819 1, 347, 000 
1951 35, 351 5, 262, 000 
1952 47, 167 6, 689, 000 
1953 a 7 42, 496 6, 397, 000 
1954 R 4 . 59, 209 8, 711, 000 
1955 (estimated 98, 000 17, 000, 000 


I will just hit the highlights there. We started service on September 
15, 1949. The first half of the first year we moved 823 people for 
100,000 revenue passenger miles. In 1954 we went from 823 revenue 
passengers to 59,209 revenue passengers and from 100,000 revenue 
passenger miles to 8,711,000 in 1954. 

We estimate in 1955 we will hit 98,000 passengers with 17 million 
revenue passenger miles. We are rather proud of the next statement, 
gentlemen. 

January and February are our slowest months historically, yet in 
January of this year, a bad weather month, we carried 6,822 p: gt ngers, 
a 250 percent increase over the 2,752 passengers we carried in January 
1954. In February last year we carried 3,828 passengers. In February 
of this year we carried that many in the first 17 days. Our traffic 
future has never looked brighter than it does today. 

Now let’s look at the “burden of nonproductive expense” that Cen- 
tral has had to bear because of the temporary nature of our existence. 
Our original certificate hearing cost us about $60,000. We were re- 
newed in 1953 in a case that cost us about $80,000, in which there were 
three competing applicants for most of our routes. We are right now 
beginning to spend valuable man-hours and scarce dollars on our next 
renewal case, which will start up within this next year. It is our 
judgment that this time and money could be utilized in a more pro- 

ductive manner than in a fight for our continued existence every 
couple of years. 

The time and energy which every renewal case consumes is very 
substantial. Our last renewal case was set for prehearing conference 
in April of 1951. We were constantly active from that date until 
October 1951 preparing our exhibits. Another month was utilized in 
preparing rebuttal exhibits and most of this was day and night work 
that required many hours a day from each of our department heads 
and the full time of our research people. Our hearing began in 
November 1951 at Oklahoma City, with a 2-week session at which 
over 300 city witnesses appeared (at their own expense) from all of 
the cities and towns that Central served or hoped to serve. 
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The hearing then moved to Washington, D. C., where it lasted an- 
other 2 weeks. Over a full month was spent in hearings. Our lawyers 
then spent over a month prepar ing a brief to the examiner, which was 
filed in April of 1952. The examiner's report was issued in the fall 
of 1952, and we spent another month writing a brief in support of 
our exceptions to the examiner’s findings. 

After that, there was an oral argument before the five CAB Board 
members, and finally, a decision by the Board in February of 1953 
giving us a renewal until February of 1956. 

Hower, we were delayed for 6 months in starting service on the 
most productive new route segment awarded us, because the final deci- 
sion on this segment was deferred until decision was reached in an- 
other separate CAB proceeding. This made it necessary for us to 
prepare more briefs and take part in another oral argument followed 
by court orders, injunctions, and reconsideration petitions before 
finally being able to settle down to the business of running our full 
routes in October of 1953—some 2 years and 7 months after our case 
began. 

This case had to do with our very existence. We could not afford 
to leave any stone unturned. I don’t think we left many. We hired 
good legal counsel and good economists, to assist our own people. In 
all, $80,000 was spent on this all-out effort to prove we were entitled 
to stay in business, and that the people we serve were entitled to air 
service. In less than a year from now, we will start to do it all over 
again. 

The ability of the local-service carriers to obtain equity capital is 
seriously impaired by the uncertain tenure of their existence. Central 
Airlines is a corporation owned by 174 stockholders. The officers of 
the company own a slice, and 31 of our employees have bought an 
interest in their own future. 

In addition, following the suggestion of the Board, 108 shareholders 
from cities along our routes have bought an interest in what they 
consider “their” airline. However, the temporary nature of the cer- 
tificates held by the local-service carriers virtually precludes the 
marketing of their stocks on the ion n market. Yet, equity capital is 
by far the soundest method of financing for us. Return on invest- 
ment is then paid out of profits, if any. It is not forced out of capital, 
regardless of earnings, as is interest on debt financing. 

One of the most serious handicaps which temporary certificates 
imposes on the local-service carriers, is in the purchasing of supplies 
and equipment. Because of the uncertain tenure of certification, 
suppliers are unable to set up long-range plans for supplying the local 
carriers, an must resort to short-term arrangements which fail to 
provide either the lowest prices or the best terms. 

The carriers themselves are not warranted in buying anything more 
than would be consumed within the remaining life of their certificates, 
and must forego economies which longer range purchasing would 
provide. For example, Central had an opportunity to buy 100 surplus, 
but new, engines for $100,000 total or $1,000 apiece, which was less 
than what Central was paying per engine from our suppliers at that 
time. One hundred engines would have lasted us a little over 3 years 
at our present rate of 3 engines per month. But, we did not have any 


assurance of 3 years’ continued existence in which to use up all of these 
engines. 
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The function being performed by the local-service carriers is too 
important, in our judgment, to this country’s economy to be impeded 
by the handicaps caused by temporary certification. Central Airlines 
has provided a local airline service to over 200,000 people who prob- 
ably would not otherwise have been able to fly. We have expedited 
many, many tons of mail, express, and freight. Central provides 
exclusive airline service to 13 cities and supplements the service at 13 
other cities. 

We have helped many of these cities to achieve a greater measure of 
diversified economy by aiding them in their efforts to attract new 
industry. 

I might interject here that a user witness, Mr. Fred Boston, from 
Enid, will enl: urge on this point. 

In our particular area this achievement is especially important. 
In the past 2 years every county that Central served was among those 
listed by President Eisenhower and the Congress as a drought disaster 
area. The drought dealt our area a terrific blow, and ¢ ‘entral Air- 
lines felt this blow in a severe loss of traffic. However, those who 
did fly with us needed our services all the more, and the towns into 
which new industry had moved since our airline service was in- 
augurated were better able to stand the effect of the drought disaster. 

The local service airlines generate very substantial traffic for the 
trunk airlines, the revenues from which made a large contribution 
toward the prosperity of the trunkline carriers in 1954, for example. 

Along the point you mentioned earlier, Senator Monroney, the 
trunklines received over a million dollars trom traffic originated on 
Central Airlines. To Central came about one-fourth as much from the 
same traffic. That relationship, I think, as Mr. Hicks pointed out, 
varies with the carrier. The canceling of service by the see service 
airlines could well reduce trunkline revenues to a point where subsi- 
dies would again be required by some present subsidy-free trunklines. 

The tratlic job being done by the local service carriers is a specialized 
one, concentrated on developing air traffic in the Nation’s secondary 
cities. Central Airlines has originated a traflic promotion program 
called Operation Backscratch in cooperation with the cities it serves, 
the purpose of which is to increase traflic and reduce the dependence 
on mail pay. 

For instance, a month-long Backscratch campaign has been con- 
ducted at Muskogee, Okla. Central provided the sales aids and sales 
personnel in a month-long campaign. Muskogee did its part with free 
radio spot announcements, free news er ads and publicity. Banks, 
theaters, and stores cooperated fully. The police distributed our 
posters to business houses. Prisoners in the jail were released to paint 
Central’s name on the sidewalks. These sales efforts raised Muskogee 
boardings 50 percent. The same type of sales promotion was con- 
ducted at Enid and Duncan with the same general results. Naturally 
these are being continued at other cities on Central’s routes. 

The value of the local service carriers to the national defense is a 
compelling reason why they should be made part of our permanent air 
transportation system. 

Central’s planes are presently being utilized about 634 hours per 
plane per day. In case of national emergency our planes and our 
operational facilities and know-how could be extended beyond this 
point. For example, in our area in case of an emergency, we could 
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provide the bulk of the airline seats required between Dallas and 
Oklahoma City, Dallas and Tulsa, Tulsa and Wichita, and so forth, 
thus relieving the DC-—6’s and other large aircraft of Braniff and 
American for use on longer range and long-haul flights. Central, and 
other local service airlines could maintain short-haul services and free 
big planes of the larger airlines for whatever national defense task 
they might be needed. 

In time of emergency, the local service carriers have the nucleus 
from which to expand severalfold in a matter of days. This standby 
readiness, as Mr. Floberg indicated, is a valuable asset to our national 
defense that must not be lost. 

The people who stand to benefit the most from giving permanent 
certification to the local service airlines are not the carriers themselves 
but the cities and communities and the States they serve. 

Central Airlines is simply the vehicle through which local airline 
service is being brought to the people of Oklahoma, Texas, Arkansas, 
Missouri, and Kansas. 

By concentrating on local air traffic, the local carriers are develop- 
ing traflic which the trunkline carriers have hitherto been unable to 
develop. For example, Ponca City, Okla., now served exclusively by 
Central and once served by Braniff, is generating twice as much 
traffic on Central as it did on Braniff. Similarly, Paris, Tex., and 
Muskogee and Bartlesville, Okla., are generating 2 to 3 times more 
passengers on Central than on the major trunklines that once served 
them. 

Fort Smith, Ark., which Central started to serve only a few months 
ago, has become the leading traffic point on Central’s entire system, 
boarding over 700 passengers a month, despite the fact that Fort 
Smith is being served by 4 daily round trips provided by a major 
carrier, 

The explanation is that Central is serving and developing a short 
haul traffic market. Our average passenger flies 151 miles with us and 
his average fare is $8.15. We are geared to develop just as many of 
these $8.15 passengers as we can get, because they are the source of 
our revenue. The trunkline, on the other hand, received $27.92 from 
its average passenger who travels an average of 515 miles. Naturally, 
their sales effort is concentrated on the passengers producing the 
greatest revenues. Their schedules are arranged to attract the long- 
haul terminal-to-terminal passenger. 

Central, and the other local service airlines, seek permanent certi- 
fication in order that the short-haul and small-city customer can be 
assured that his airline travel needs will be adequé ately met and that a 
service available today will not be withdrawn tomorrow. This assur- 
ance is necessary in order to get the traveling public and industry 
to place their full reliance on the local carriers, which is so essential 
to the growth and development of these carriers, these cities and the 
States we serve. 

The argument that further traffic growth is necessary before the 
local carriers merit permanent certification overlooks the fact that 
permanency is needed in order to develop the desired traffic growth. 

I have briefly pointed out the handicaps which temporary existence 
places upon us, and submit to you that the functions per formed by 
the local service carriers are too important to be impaired by the 








68 


PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 





continual uncertainties which now beset this industry because of the 
lack of permanent status. 

The question before you is whether we must go on living a day-to- 
day existence or whether we can begin to plan with our cities for the 
future as any sound business venture should do. 

I thank you for giving me this opportunity to be heard. 

Senator Monronry. Thank you very much, Mr. Kahle. 

Senator Schoeppel. 

Senator Scuozpren. No questions. 

Mr. Kaur. Mr. Chairman, I have a letter from the Governor of 
the State of Arkansas who has asked me to put it in the record. 

Senator Monroney. That will be received. 

(The letter referred to is as follows:) 

STATE OF ARKANSAS, 
OFFICE OF THE GOVERNOR, 
Little Rock, February 17, 1955 
Statement to the Senate Committe on Interstate and Foreign Commerce, Aviation 

Subcommittee. 

GENTLEMEN: I wish to go on record as wholeheartedly supporting the legis- 
lation now pending which provides permanent certificates for those local service 
airlines now in operation (S. 651). 

Central Airlines and Trans-Texas Airways, the two local service carriers serv- 
ing Arkansas, are doing a very creditable job in providing the service for which 
they were certified. The position of the Nation’s local service airlines compares 
favorably to that of the trunklines of 1938, when they were made permanent, 
yet they are being denied the same treatment accorded the carriers of that 
day. 

I am admittedly no aviation expert, but it would seem to me that common 
sense dictates the passage of this measure. The hazards of doing business on 
a day-to-day basis are obvious to every business. The potential economies of 
long-range planning, mass purchasing, and attracting topnotch personnel are but 
a few of the considerations that highlight the dollar savings that could come 
with permanent status. 

An additional point that I would like to make has to do with the cost involved 
in repeated recertification cases before the CAB. We in Arkansas have been 
through a renewal proceeding and we also have recently participated in the 
Service to Fayetteville case in which Central Airlines was «warded new routes 
in our State. We therefore have some first-hand experience regarding the 
amount of time and money expended by all concerned in these proceedings. If 
for no other reason (and assuredly there are many other reasons) than to 
eliminate this wasteful expenditure of time and money, I would appreciate your 
favorable consideration of this bill. 

Arkansas supports this legislation. 

With the committee’s permission, I am asking my aviation friend, Keith Kahle, 
to give this statement to your committee. 

Sincerely yours, 
OrvAL E. Fausus, Governor. 

Senator Monroney. Let me ask another question. Does your adver- 
tising cost anywhere near approximate the amount of money that you 
had to spend for the renewal of your certific ates ? 

Mr. Kanter. Up until September 7, our advertising budget was 
around $3,000 a month, and that is all under the method of ace ounting 
used by the Board of roughly 3 cents a mile that we can spend. 

Senator Monroney. In other words. your certificate renewal costs 
you about three times as much as a year’s advertising would cost and is 
productive of nothing. 

Mr. Kaur. Yes. AndasI mentioned, at our hearing at Oklahoma 
City we had over 300 of the leading businessmen and citizens of the 
area we serve. They, too, were there at their own time and expense. 
It is a tremendous expense. 
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Senator Monroney. I noticed that you made mention of two spots, 
McAlester and Muskogee, both of which were formerly on Braniff’s 
line and where Branifl had appealed to take the line out, and had it 
not been for Central’s service, the third and fourth largest cities in the 
State would have been completely without airmail or passenger air 
service. 

Mr. Kane. As I pointed out, at Ponca City, Muskogee, and Paris 
we are generating more traflic than Braniff did when they were in 
there because it is our business and our lifeblood. 

I think you will find from the record that every local service airline 

can sell a seat on these airplanes if we are made permanent and our 
route structures improved, The airplane, of course, is a very big 
problem. 

Senator Monronry. You pay a landing fee for landing per month 
or per year to most of the airports you land on, too, do you not ? 

Mr. Kane. Yes, sir. A number of our cities originally gave us 
free landing rights, but we do not have any in that area now, and 
we do pay landing fees, rental on buildings, and utilities at all points. 

Senator Monroney. And that goes to help maintain and support the 
municipal operation of these various airports. 

Mr. Kaute. Yes, sir. 

Senator Monronry. We have some quorum calls at the Senate. I 
believe if there are no further questions, we had better recess. 

I would like to continue the hearing, if it is agreeable to Senator 
Schoeppel, and we will try to get some other members of the com- 
mittee, at 2:30 this afternoon. 

Senator Scnorrret. We will be here. If we can, we would like to 
finish up with these witnesses this afternoon, instead of going over 
until tomorrow, to relieve them of staying an eXtra day, and also to 
expedite the hearings, if they are ready. 

Mr. Fionerc. The only witness who wouldn’t be ready to testify 
will be Mr. Bez, who will reach town this afternoon at 3:30. 

Senator Monroney. If we start at 2:30 he might be here before we 
concluded, I think it would be the better part of valor to hear those 
available today and then go over to Thursday. We have a meeting 
of the full committee Wednesday and some confirmations before us, 
so we would like to go forward at 2: 30. 

Mr. Frosera. We have another user witness, Mr. Taber, but he 
has not appeared here. I suspect he has been weathered out. We will 
let you know if he comes. 

Senator Monronry. Perhaps some of them will arrive later today. 

Mr. Kaute. Mr. Chairman, I also have a letter endorsing this 
legislation from the Governor of Texas, too. Could I put that in the 
record, too ? 

Senator Monronry. Yes, indeed, that will be received. 

(The letter referred to is as follows:) 

STATE OF TEXAS, 
EXECUTIVE DEPARTMENT, 
Austin, Texw., February 17, 1955. 


Hon. Lynpon B. JomNson, 
United States Senate, Washington 25, D. ¢ 
DEAR LYNDON: It has been called to my attention that legislation providing 
for permanent status of the local service airlines will be considered by the 
Aviation Subcommittee of the Interstate and Foreign Commerce Committee early 
next week. On behalf of the citizens of the State of Texas, may I register with 
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you our firm support of legislation providing for such permanent status of local 
service airlines. 

There are 50 cities in Texas receiving scheduled airline service, and 49 of 
these are served by local service airlines with 30 being served only by these local 
service airlines. Quite naturally, therefore, Texas has a big stake in the future 
of these smaller airlines. In these 49 Texas cities, our citizens are tending more 
and more to depend on these local service airlines for fast, dependable transpor- 
tation across the vast reaches of this State. 

During the past few years, representatives of this State and of all of these 
cities have appeared before the Civil Aeronautics Board as many as 5 separate 
times to justify the continued existence of 1 or more of the 4 local service airlines 
that serve Texas. The time and expense involved on our part is substantial. 
For the airlines themselves it must be fantastic. 

Today, these airlines are as important a part of our economy, and I believe 
they are at least as widely used, as were the major airlines when permanent 
status was conferred upon them in 19388. 

It is the desire of the State of Texas and of its citizens that the continuea 
existence of local airline service be assured for the future; toward such a goal I 
urge passage of enabling legislation. 

With kindest personal regards, I am 

Sincerely yours, 
ALLAN SHIVERS. 

Senator Monroney. I might say from personal experience I know 
that the cities and towns you serve in Oklahoma are enthusiastic for 
the continuation of their air service on a more stable basis than that 
provided under present arrangements. 

The committee will then adjourn until 2: 30. 

(Whereupon, at 12:35 p. m., a recess was taken to 2:30 p. m.) 


AFTERNOON SESSION 


Senator Monroney. The Subcommittee on Aviation will come to 
order. 

We have before us the consideration of bill S. 651. We will resume 
our testimony. The next witness will be Mr. Paul Taber of Ithaca, 
N. Y. Is Mr. Taber inthe room? Weare glad to have you, Mr. Taber. 


STATEMENT OF PAUL TABER ON BEHALF OF THE COOPERATIVE 
GRANGE LEAGUE FEDERATION EXCHANGE 


Mr. Taser. Mr. Chairman, my name is Paul Taber. I represent 
the Cooperative Grange League Federation Exchange. I do not have 
a prepared statement but I ‘would like to visit with your committee 
for a few minutes on some of the reasons why our organization is 
happy to support the bill which you have before you, S. 651. 

Now, to help visualize what I have to say, I have brought along this 
little crude map. This territory, New York State, New Jersey, , and 
the northern tier of counties of Pennsylvania, i is the territory which 
G. L. F. serves. It supplies feeds, fertilizer, and miscellaneous farm 
production supplies, and markets beans, eggs, and wheat for some 
115,000 farmer owners. In addition, we probably have another 
175,000 farm and urban persons who use our services some time during 
the year. These farm supplies are distributed through some 700 
retail points. To give you an idea of the scope of operation or the 
size of operation, let me say that last year our wholesale volume was 
$167 million, or translate d in terms of tons, 2,400,000 tons. 

Now, our central headquarters, our administrative headquarters 
are right here at Ithaca, N. Y. Ithaca is located in the south central 
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part of the State, Finger Lakes region, and like some other areas of 
the country, the topography and the density of population is not 
conducive to automotive travel for speedy travel. We do have one 
other means of surface transportation; the Lehigh Valley Railroad 
goes through there, running from New York on the east through to 
the west. 

We have just two trains a day each way. Parenthetically, with 
relation to Mohawk, whose headquarters are also at Ithaca, let me 
say that G. L. F.’s volume has about doubled in the last 15 years, 
which is about the time that Mohawk Airlines has been in existence 
in this area. We have found that if we are going to service our opera- 
tion efficiently we have to have speedy and direct transportation. 

Now, Mohawk is providing that for us through about 18 flights a 
day east, and about 7 flights a day west. Now, why does that mean 
so much to us? Considering it from the central headquarters stand- 
point, we can go to Buffalo where we have a big feed mill, —— 
plant, marketing operation, and other facilities, over to Rochester 
where we have petroleum operations, and a branch office here at 
Elmira, Corning Airport—we are building a large fertilizer plant 
right adjacent to the airport. 

This, of course, is our headquarters with 600 people. At Bing- 
hampton we have a feed mill and petroleum terminal. At Syracuse 
we have a seed processing plant and petroleum terminal. At Utica 
we have an area office right south of Utica which requires a lot of 
travel. At Albany we have another big feed mill, fertilizer plant, 
petroleum terminal, and we have, of course, being the capital of the 
State, a lot of business that requires us to be in Albany. 

Down here at Newark, the southern terminus of Mohawk, we have 
there in that harbor our largest fertilizer plant. We have a branch 
office in New York City, a few miles away at Somerville we have a 
branch office, and down here at Trenton or at Bordentown, just below 
Trenton, we have another large feed mill or seed warehouse. 

I put a couple of dots off the map because at Springfield, Mass., as 
you may know, we have the Federal land bank and bank for co- 
operatives which naturally we are interested in and we also have 
some financial representation in Boston. And it is not just a few 
people in general that use Mohawk. Our managers, buyers, personnel 
inen, financing men, and engineers use it. All of these men coming to 
Ithaca from other points. A lot of buyers and sellers come to Ithaca. 
Our men have to go east or south or west and originate on Mohawk. 
Now I was supposed to be in Albany today and I planned to fly up 
there this morning, do my work, and be back home tonight. We can 
do that to any of our facilities in 1 day. With other means of trans- 
portation we would lose at least another day in travel. There are 
539,000 passenger miles by those employees paid out of our Ithaca office. 
We have approximately a hundred travel cards out and I am told that 
Ithaca originates about as many passengers per capita as any other air- 
port inthe country. It is one of the high ones anyway. 

As GLF continues to grow we feel that we will be dependent 
upon the use of Mohawk even more and more. In talking with some 
of our men on this problem, it seems that conservatively within the 
next 5 years, our use of Mohawk and the necessity of use will in- 
crease 75 to 100 percent or, in other words, double what we are doing 
right now. 
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Now, if we are going to continue to serve these 114,500 members 
that we have and the thousands of other farmers that use us from 
time to time, we must have assurance of that type of speedy frequent 
transportation to points not only in our territory but for connections 
outside. This is important not only for these members, for employees 
and directors, but for suppliers and buyers as well. We feel that 
Mohawk is entitled to the same operational and management ad- 
vantages that your trunk carriers have under permanent certification, 
We feel that very strongly. Further, we believe that communities, 
and I think, for example, Utica, which doesn’t have a permanently 
certificated carrier going in there, a community that is willing to put 
up the money and facilities to furnish air travel needs to their com- 
munity, is entitled to know that their money has not been spent fool- 
ishly or unwisely. 

We have had one or two other ex xamples that I might cite to you. 
Now, it is my understanding that the CAB has last year set up certain 
yardsticks. Mohawk met t all of those yardsticks as I understand it, 
and then after they met them, apparently the Board saw fit not be 
put them into effect. Therefore, we feel very strongly that Congress 
should set up some standard whereby if an airline meets it then ‘they 
should be certified permanently and promptly. So, therefore, Mr. 
Chairman, and members of the committee, GLF, as a substantial 
user of Mohawk, urges your approval of this bill as being not only in 
our interests but we believe it is in the interest of the general welfare 
of all people. 

Thank you very much. 

Senator Monroney. Thank you very much for your testimony, Mr. 
Taber. Senator Schoeppel ? a 

Senator ScHorrre.. No questions. 

Senator Monroney. Senator Bible? 

Senator Birnie. No questions. 

Senator Monronry. You are familiar with upstate industry and 
manufacturing. Is there not in effect in a great many of the points 
served in that upstate New York area situations that resemble yours, 
I mean on the part of Eastman Kodak at Rochester, and the industri al 
complexion around Buffalo and the other dozen or so areas that other- 
wise would not have an interconnection with important and vital 
State points? 

Mr. Taner. That is absolutely right. Senator, and as our communi- 

cations become faster and there is the necessity of prompt travel, 
that becomes increasingly important and unfortunately, if I do say 
so, we are having some ‘problems to keep some industries in New York 
State right now. We are very anxious that we not put anything in 
their path that would cause them to move out. 

Senator Monroney. You feel that maintenance of superior com- 
munications by air to the smaller communities—really not so small 
measured by the size of other towns—would greatly benefit you in 
retaining the pr incipal industrial plants that you now have? 

Mr. Taser. That is right, sir. 

Senator Monronry. What other airlines serve that area, what 
trunk lines? 

Mr. Tasrr. No other airline serves the area of Ithaca. 

Senator Monronry. Where would you have to go if you were going 
out by air? 
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Mr. Taser. Well, I can get some kind of service here at Elmira on 
Capital. I think there is one plane each way a day. 

Senator Monroney. How far away is that ¢ 

Mr. Taser. It is about 38 miles to the airport. I believe American 
has one stop in there. Colonial has 1 or 2 stops a day each way in 
Binghamton, and then our other possibility is going to Syracuse, 
which is about 65 miles to the airport, and there we could catch 
American. 

Senator Monroney. But only useful if you were going to Buffalo 
or beyond or to New York City or beyond. Your intrastate con- 
nection would not be useful on very many of the trunk lines now 
serving upstate New York? 

Mr. Taper. No; they would be of very little help to our organiza- 
tion. You can take IBM or Johnson Shoe Co. over in Binghamton 
and they would have the same problem, and the other communities 
would have the same problem, I am sure. 

Senator Monroney. In other words, you have a double advantage 
in that you not only can connect through your feeder lines with im- 
portant trunk service going across the country or perhaps to the 
north or south, but you also find it nec essary to have feeder lines to 
service that vast popul: ition in upstate New York with its industrial 
capacity and produc tion. 

Mr. Taser. That is right. And we are quite happy about the 
type of service that we can get west or south and east from these three 
border points. 

Senator Scnorrret. That is through Mohawk now ? 

Mr. Taper. Yes; originating on Mohawk and we can hit 2 or 3 
other lines up here [indicating], for example, and the same way 
going south at Newark. 

Senator Monronry. Does Mohawk go to Boston ? 

Mr. Taser. Yes; through Springfield and then to Boston, and there 
is a northern route through Keene and then down to Boston. 

Senator Monronry. That doesn’t. connect any Canadian points; 
does it? 

Mr. Taser. No, sir; except as I believe you could connect here at 
Albany. 

Senator Monroney. I see. But you have an interchange there with 
various terminals where you could go almost any place with a mini- 
mum amount of delay. 

Mr. Taser. That is right. 

Senator Monroney. I see. Does your company have any need 
for air express? 

Mr. Taner. Ours being a bulky type of commodity with a relatively 
low dollar value, we do not, but we do use airmail. I didn’t mention 
that but we do use a lot of airmail. 

Senator Monroney. It expedites the receiving and dispatching of 
orders, I guess. 

Mr. Taser. That is right. We do a lot of purchasing of seed, for 
example, out in your State, and all along the coast there, so our air- 
mail service is quite important out through that area. 

Senator Monronry. I see. Any further questions, Senator 
Schoeppel ? 

Senator ScHorrren. No. 

Senator Monroney. Senator Bible? 
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Senator Bratz. No. 

Senator Monronry. Thank you very much, Mr. Taber. Are you 
any kin to Congressman Taber from upstate New York? 

Mr. Taser. A distant cousin, I guess. 

Senator Monroney. The next witness is Mr. Frank Hulse, presi- 
dent of Southern Airways, Inc. Thank you, Mr. Hulse, for coming 
to the committee and giving | us the benefit of your testimony. 

Mr. Hutsr. Thank you. I don’t have a wall map but, if you will 
forgive me, I will give you one of our timetables here. 

Senator Brae. Thank you. 

Senator Monronry. You have a prepared statement ? 

Mr. Hutse. Yes; I do. 

Senator Monrongey. You may proceed in your own way. 

Mr. Hutse. Thank you, sir. 
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STATEMENT OF FRANK W. HULSE, PRESIDENT, SOUTHERN 
AIRWAYS, INC. 


Mr. Hvtse. Mr. Chairman and members of the committee, my 
name is Frank W. Hulse and I am president of Southern Airways, 
Inc. It is an honor and privilege for me to app sar before your com- 
mittee to discuss S. 651, Senator Magnuson’s bill to amend the Civil 
Aeronautics Act for the purpose of directing the Civil Aeronautics 
Board to issue permanent certificates to the local service eee 

Southern Airways is the local airline which serves the area of the 
United States consisting of the eight Southeastern States of. Alabama, 
Florida, Georgia, Louisiana, Mississippi, North Carolina, South 
Carolina, and Tennessee. We operate a route system of some 2,000 
miles in these States and serve 28 separate cities. Many of these 
cities are served only by our company and are, therefore, exclusively 
dependent upon the local service provided by Southern for scheduled 
air transportation. 

As I will later undertake to show, by reference to actual cases, the 
air transportation rendered by the local carriers provides a necessary 
and important service to the Nation. Thus, the advent of local 
service has been a most important boon to commerce and industry 
and, in turn, to the welfare of the residents of these cities and States 
served. 

In addition, many of the communities served by the local service 
industry have military installations and defense plants which are 
greatly benefited by the availability of scheduled air transportation. 
Finally, the industry provides for direct utilization in our national 
defense effort of a large body of skilled technicians, including pilots, 
mechanics, dispatchers, and others along with important flight and 
other equipment that is ope rating every day and available for use by 
the military at a moment’s notice. 

I would like to touch on permanent certification legislation in the 
83d Congress. Following hearings last year, this committee reported 
permanent certification legis]: ation favor: ‘ably and unanimously. The 
House of Representatives passed a similar bill in the 83d Congress. 
As has already been pointed out here, pressure of other business during 
the closing days of the last session of the 83d Congress prevented 
consideration of the Senate bill on the floor of the Senate. The local 
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service carriers and the people they serve throughout the United 
States know, however, that we did not run out of support—we merely 
ran out of time. 

Reasons why local-service carriers should be granted permanent 
certificates: Both the Senate and House reports last year recognized 
the substantial contribution that has been and is being made by the 
local-service airlines to the commerce and the national defense of our 
Nation. Both reports noted the record growth by the local-service 
industry. ‘The report of your committee well stated the manner in 
which permanent certification of the local-service airlines will enable 
the industry better to perform its important public service of extend- 
ing the benefits of scheduled air transportation to the smaller and 
intermediate-sized communities of our country. It may serve a useful 
purpose to summarize briefly at this point the principal findings which 
this committee made last year on the subject. These include, among 
others, the following: 

Permanent certificates will assist the local-service carriers to 
obtain financing by assuring investors and financial institutions of 
the industry’s continuity of operation and will also reduce the cost 
of such financing. 

When local-service carriers are able to obtain financing, aircraft 
manufacturers will be encouraged to produce a suitable replacement 
of the DC-3. Modern up-to-date equipment will enable the industry 
to provide better service and to reduce costs. 

Permanent certificates will make it possible for the local car- 
riers to plan for future operations and to achieve economies that can 
come only through long-range planning. 

4. Permanent certification will enable the local-service carriers to 
attract and retain competent and enthusiastic personnel. Employee 
morale is high in the local airlines. Permanent certification would 
enable local carriers to maintain this morale factor which has con- 
tributed substantially to their rapid growth. 

The cities, together with the business, commercial, and industrial 
users of the local-service carriers, will be able to plan future expansion 
with the knowledge that they can permanently rely upon the continued 
ae of service. 

Permanent certificates will obviate the necessity of requiring 
eac ch of the local carriers to participate in renewal proceedings every 
few years. The time, expense, and effort required on renewal cases 
could then be used to improve service to the public. 

Growth of the local-service carriers has been vigorous. The record 
of vigorous growth of the local-service airlines conclusively establishes 
their wide public acceptance and usefulness in the economy of our 
Nation. To illustrate this growth, I will use figures from my com- 
pany because I am most familiar with its record. The figures, how- 
ever, I believe, are generally characteristic of the entire industry. 

Southern began operation some 514 years ago on June 10, 1949. 
In 1949, our first year of operation, ‘some 10,665 persons used our 
service. In 1954 we carried 133,544 passengers, an increase in total 
passengers of approximately 1,163 percent over the first year of opera- 
tion. Revenue passenger-miles have expanded from some 1,753,000 
in 1949 to 22,397,000 in 1954, an increase of 1,178 percent. 
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The company’s load factors have shown a corresponding improve- 
ment. Thus, for 1949, our first year of operation, Southern’s pas- 
senger-load factor was 9.84 percent. In 1953 this had increased to 
30.49 percent and for the year 1954 the system load factor for Southern 
was 34.54 percent. 

Senator Monroney. May I ask how many seats you have available ? 

Mr. Hvtsr. These figures are based on 21 seats in the DC-3’s. 

Senator Monroney. Some of them, I think, are larger. 

Mr. Hutse. Actually we have 24 seats in our airplane, but we use 
these figures based on 21 seats, because that is the standard reporting 
form of the CAB. 

A presentation showing Southern’s growth on a calendar-year basis 
is contained in the following table: 

(The document above referred to is as amen? 





1949 1950 | 1951 1952 1953 1954 
Revenue plane-riles 854, OR2 1, 860, 748 3,070,576 | 3, 330, 568 3, 022, 365 3, 098, 658 
Revenue passengers 10, 665 38 117 96, 572 121, 065 112, 328 133, 544 
Revenue rassenger-™iles___. 1, 753. 268 6, 565. 645 | 17, 186.342 | 20,670,139 | 19, 286, 489 22, 394 921 
Passenver-load factors 9. 84 17. 08 27.19 29. 54 30. 49 34. 84 
Percent scheduled miles com- 
pleted ___.. = 94. 34 96. 92 97. 54 98. 47 97. 68 98. 98 





Mr. Hurse. I will not take vour time to recite all of the figures herein, 
but I would like to comment that we have had a growth each vear over 
the previous year, except in 1953 we had a slight decline in that year. 
because we had a substantial modification of our route structure and a 
substantial curtailment in mileage. 

Senator Scnorrrer. What was your curtailment due to? 

Mr. Hutse. Certificate renewal. When our certificate was renewed 
we had a substantial realinement of mileage and actually operated with 
less mileage than before. with the new certificate. 

Senator Monroney. Was that caused by cutting off so-called un- 
economic mileage ? 

Mr. Hutse. Yes. 

Senator Monroney. What was the total amount of the mileage that 
you lost as to the rest of your system ? 

Mr. Huts. It was just a few hundred miles, Senator. I can’t an- 
swer offhand. I would be glad to supply it if you like. 

Senator Monroney. It is not important. 

Mr. Hutsr. The new system is much more productive than the old. 
For example, in 1952 we had a load factor of 29.54 percent. That was 
the last full vear of the old system, whereas 1954 was the first full 
year of the new svstem and we had a load factor of 34.8 percent. 

[Continuing] Most gratifying is the fact that our rate of growth 
(which, of course, is another way of stating the publiec’s acceptance of 
and need for our service) is ever continuing at an acceleratingly rapid 
rate. Thus, for the months of November and December 1954 and 
January 1955 (the last 3 months for which figures are available), we 
carried 36,148 passengers and operated 5,966,000 revenue passenger- 
miles for a load factor of 37.78 percent. 

These figures compare w ith a total number of passengers of 25.759, 
total revenue passenger-miles of 4.485.000, and a load factor of 29.20 
percent for the corresponding months of 1953 and 1954. These in- 
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creases represent the largest percentage increases over the correspond 
ing quarter during any 12-month period at any time during the his- 
tory of our company. 

We are particularly gratified with the figures we have just cited be- 
cause we feel they demonstrate, be yond any question, public acceptance 
of local air service in our particular part of the United States. 

Each of the local service carriers has proved that it is entitled to 
permanent certificates in full proceedings before the Civil Aeronautics 
soard. Each of the local service carriers has participated in full pro 
ceedings as required by the Civil Aeronautics Act. Prior to receiv 
ing a temporary certificate, Southern (as did each of the local car- 
riers) engaged in cases before the Board, which included preparation 
of applic ations, preparation and filing of extensive exhibits, appear- 
ance through witnesses at hearings before Board Ex: = rs, submis 
sion to cross-examination, presenti ition of argument by brief both to 
the examiner and to the Board and oral argument before the Board. 
Our company and the other carriers were subjected in these proceed- 

ings to the most rigid requirements of proof of fitness and ability. 

In the original case in which Southern received its certificate, the 
so-called Southeastern States case, it was 1 of some 44 competing 
applicants. Including re presente itives of cities and other local gov- 
ernment bodies, there were some 75 formal parties to the case. Hear- 
ings before the examiner of the Board lasted for almost an entire 
month and there were literally thousands and thousands of pages of 
transcript. All exhibits, briefs, and reports in the case would make 
a pile well over 25 feet high. But this is not all. 

At the end of 3 years of operation we were required to go through 
the same process again, simply in order to continue to operate for 
another temporary per iod, until December 31,1956. We estimate that 
the executive officers of Southern have spent the equivalent of more 
than 6 months in actual attendance at or in preparation of these cases. 

Similarly, each of the other local service carr iers has gone through 
the full certification process as required by the Civil Aeronautics Act. 
In each case the Board has found that the carrier is “fit, willing, and 
able” to provide scheduled air transportation and that “the trans- 
portation is required by the public convenience and necessity.” 

Just as in the case of Southern, each of these certification proceed- 
ings has been long, involved, expensive, and highly contested and in 

ach case the Board chose one out of m: ny competing applicants. 

Most significantly, each of the local service carriers has participated 
in an addition: il and second certificate renewal case, where again, the 
-arrier’s record, management, personnel, and its qualifications, as well 
as the route systems, have been reviewed by the Board with the greatest 
of scrutiny. 

It is apparent, therefore, that from the standpoint of qualifying 
under the act, the local service carriers have already fully met all 
reasonable requirements in this regard both with reference to the fit- 
ness and ability of the management and also with reference to the 
systems which they operate. 

Senator Scnorrret. Mr. Chairman, might I ask the distinguished 
gentleman here a question, just for my own information and obviously 
from the record as I see it? 

Now, have you gone through a. renewal case already ? 
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Mr. Hutsr. Yes, sir, we have. 

Senator ScHorppen. I take it the Board did have a preview of 
your financial ability and your willingness to serve by reason of the 
reports you served with the CAB? 

Mr. Hutser. Yes, sir. 

Senator ScHorrrri. In these renewal cases, have you _ been 
confronted with another carrier coming in and taking a part of your 
territory? Is that involved in some of these renewal cases ? 

Mr. Horse. Yes. In our particular case that hasn’t been involved, 
but there are some cases where it is involved. For instance, South- 
west Airways. United Air Lines is trying to take a portion or per- 
haps all of Southwest’s routes in the present Southwest renewal case. 

Senator Scuorrret. Well now, in those cases where there are no 
applicants, where they seek to have the Board determine whether 
you should continue to operate or get another carrier into part of your 
territory, I wonder if there isn’t really justification on the part of 
some of you folks, feeling that they have had the information, they 
have had the reports of what your company has been doing, your good 
service record, your safety record, and all of those fe atures, and a lot 
of that would be a staff proposition, a Board proposition, rather than 
having you fellows come in here with long, drawn-out hearings. I 
don’t mean to be critical of the Board. 

Maybe they followed the proper line of procedure, but it would seem 
to me in the interest of approaching it economically and from a dem- 
ocratic standpoint, that they could call you in on some particular 
phase of the thing that they weren’t sure about from the records, and 
how you have been operating. 

That is the way it appears to me. 

Mr. Hutsr. Senator, you are exactly right. It is a tremendous 
burden for all of the carriers to have to come in periodically and de- 
fend their right to stay in business. It is a tremendous burden. It 
takes a lot of our time, time that we should spend elsewhere, time we 
should spend improving our service to the communities. 

Senator Scuorpret. Especially if you have shown a progressive 
growth, you have rendered this service to these areas, and you are es- 
tablishing financial progress as you go along. 

Mr. Hutse. Yes, sir. 

Senator ScHorrreL. That is just the way it looks to me. I don’t 
want to be too critical, but I can see some justification for you fellows 
coming in here and doing a little squawking about the thing. 

Mr. Hutse. You are exactly right. 

Senator Monroney. Isn’t it right as Senator Schoeppel said, when 
you come up for renewal, no mattter how perfect your operation 
might have been and no matter how near you are toward working your 
way out of subsidy, nevertheless, you are giving the same scrutiny as 
another feeder who might be less efficient and subject to real criticism 4 

Mr. Hutse. Yes. 

Senator Monroney. It would seem to me that the CAB, under 
their other rights, could permanently certificate these carriers and 
still have the right to throw out the inefficient or the ones who failed 
to try to show improvement, without subjecting every single one to a 
trial to prove their innocence, as well as those w ho may be put through 
a hearing to prove their guilt, or inefliciency or inability to operate 
properly. 
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Mr. Hutse. You are certainly right there, Senator. 

Senator Monroney. You don’t think this diminishes in any way 
the right of the CAB to discipline or suggest a change in management 
or to correct things that need to be corrected for any of the carriers 
that would be given permanent certification, do you ? 

Mr. Hutse. No, sir, they have perfect control over us through the 
payment of mail pay and subsidy, and they can very readily keep a 
finger on us through that channel, if no other way. 

Senator Monroney. In other words, the supervision that might be 
required for efficient, safe operation might still be there under perma- 
nent. certification ¢ 

Mr. Huse. Absolutely. The need for local service air transporta- 
tion has been demonstrated. Local service was established by the 
Civil Aeronautics Board to extend the benefits of scheduled air trans- 
portation to smaller and intermediate-sized cities. 

Illustrative of the important contribution which the local airlines 
make to the smaller communities on their systems, is the incentive they 
offer to commercial and industrial establishments to locate branch 
plants or offices in those cities. In this connection, it is a privilege 
to quote from a statement by Senator John Stennis, made during 
hearings last year before this committee on the bill to provide perma- 
nent certificates for the local service carriers. The statement appears 
at page 87 of the report of the committee on S. 3759 and is, in part, 
as follows: 


Mr. Chairman, I want to present to the committee a brief review of the 
splendid contribution made by local service airline to the economy of the many 
sections of our country not served fully by the larger trunk airlines; and par- 
ticularly to my own State of Mississippi. During the past 5 years the local- 
service carriers, operating under temporary permits, have proved that they 
are entitled to permanent certificates. Prior to receiving a temporary certificate, 
and again before the renewal of the certificates, these airlines have been required 
to meet most rigid reqiurements of proof of fitness and ability. In view of 
the industry’s record, I believe the local carriers should receive permanent 
certificates guaranteeing their right to remain in business. 

The entire South, and Mississippi in particular, is developing rapidly from 
the industrial standpoint. Even though Southern Airways, our local carrier, 
has operated in Mississippi for a relatively short period, it has already played 
an important part in the State’s industrial development—12 of our cities have 
scheduled air transportation, of which Southern Airways serves 9. Of Southern’s 
9 cities, 6 receive service only from Southern. 

Air travel has become vital to the economic development of our small cities. 
As an illustration, I quote the following statement of Mr. W. C. Robinson, 
vice president of the American Bosch Corp., which operates a small plant in 
Columbus, Miss. : 

“I think you would be interested in knowing that Southern Airways was 
one of the factors considered in locating our new plant. The fact that Southern 
provides convenient morning and evening schedules connecting Columbus, Miss., 
with Jackson, Birmingham, Memphis, and connecting airlines, was important 
and was particularly valuable since the only other effective means of transporta- 
tion was by highway.” 


There have been a number of occasions where businesses have moved 
to towns on our system only because dependable, scheduled air trans- 
portation was available. 

The local-service carriers have contributed substantially to the na- 
tional defense. In addition to the military reserve standby value 
previously mentioned, these carriers serve hundreds of military instal- 
lations throughout the country. For example, Southern Airways 
serves 66 Military Establishments. Some of the better known installa- 
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tions are Fort Benning at Columbus, Ga.; Keesler Field at Biloxi, 
Miss.; Moody Field at Valdosta, Ga.; and the Naval Air Station at 
Jacksonville, Fla. A list of the establishments served by Southern 
is attached as exhibit A. 

(The document above referred to is as follows :) 


ExHipit A 


MILITARY INSTALLATIONS SERVED BY SOUTHERN AIRWAYS, INC. 


Albany, Ga.: 
Turner Air Force Base 
Marine Corps Depot of Supplies 
Athens, Ga.: Navy Supply Training School 
Atlanta, Ga.: 
Atlanta General Depot 
Dobbins Air Force Base 
Headquarters, Third Army, Fort McPherson 
Naval Air Station 
Veterans hospital, No. 48 
Baton Rouge, La.: Baton Rouge Engineer Depot 
3irmingham, Ala.: 
Birmingham Air Base 
Birmingham Municipal Airport 
Alabama Ordnance Works 
Headquarters, Alabama Military District 
Naval Air Station 
Charlotte, N. C.: 
Charlotte Quartermaster Depot 
Naval Ammunition Depot 
Columbus, Ga. : 
Lawson Air Force Base 
Fort Benning 
Columbus, Miss.: Columbus Air Force Base 
Gadsden, Ala.: 
Gadsden Air Force Supply Depot 
Anniston Ordnance Depot 
Fort McClellan 
Greenville, Miss.: Greenville Air Force Base 
Greenville, S. C.: Donaldson Air Force Base, Headquarters 18th Air Force 
Gulfport, Biloxi, Miss. : 
Headquarters Technical Training Air Force (N) 
Keesler Air Force Base 
Naval Advanced Base Supply Depot 
Naval Construction Battalion Center 
Naval Construction Equipment Depot 
Jackson, Miss. : 
Foster General Hospital 
Headquarters, Mississippi Military District 
Jacksonville, Fla.: 
Naval hospital 
Naval Air Station, Green Cove Springs 
Coast Guard Air Station, Mayport 
Coast Guard Training Station, Mayport 
Cecil Naval Air Station 
Headquarters, Florida Military District 
Mayport Naval Air Station 
Navy Mothball Fleet 
Memphis, Tenn. : 
Naval Air Station 
Naval Hospital 
Memphis General Depot 
Mallory Air Force Depot 
Memphis Municipal Airport 
Memphis General Depot 
Kennedy General Hospital 
Milan Arsenal 
United States Naval Ordnance 
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Mobile, Ala. : 
Brookley Air Force Base, Headquarters MOAMA 
Naval Auxiliary Air Station, Barin Field 
Area Headquarters, United States Engineers 
Navy Mothball Fleet 

Moultrie, Ga.: 
Spencer Air Base 
Air Force Contract Flight School 

New Orleans, La.: 
Camp Leroy Johnson (Subdivision NOPE) 
Camp Villere 
Michoud Ordnance Plant 
New Orleans Port of Embarkation 
Slidell Ammunition and Firing Range 
New Orleans Army Base (Subdivision NOPE) 
Naval Air Station 
Headquarters 8th Naval District 
Naval Station 
Naval Ammunition Depot 
Marine Barracks, Naval Base 

Valdosta, Ga.: Moody Air Force Base 

Vicksburg, Miss.: United States Waterways Experiment Station (United States 
Engineers ) 

Mr. Hursr. The public interest requires a two-level domestic air- 
transportation service. The economies of air transportation are such 
that only through independent, local service carriers can proper serv- 
ice for the smaller and intermediate-sized cities be guaranteed. The 
increasing size, capacity, range, and speed of equipment used by the 
trunk carriers make it impracticable for trunk carriers to provide the 
smaller cities with frequent and convenient service. 

Furthermore, it is not in the public interest for trunk carriers to 
use their large equipment and stop their long-haul, nonstop schedules 
to provide the volume and type of service required by these smaller 
cities. It is the secondary system of local service carriers, using 
smaller planes, which will assure frequent and convenient schedules 
to these smaller communities. 

As faster and larger equipment becomes available to the big carriers, 
more and more small and intermediate cities will be de pendent upon 
the local lines. For this reason the local service carriers must be made 
permanent if many important cities are not in the future to be de- 
prived of adequate air transportation. Indeed, in one important sense, 
the only way in which our domestic air-transportation system can 
grow in the future is through the local service carriers. 

It is on the basis of considerations of this kind that this committee 
found last year that the record of the local airlines had demonstrated 
the wisdom of the Civil Aeronautics Board in authorizing these car- 
riers to provide service to the smaller cities, rather than permitting 
trunkline airlines to provide such service. 

Thus, the record shows that in many of those smaller cities previ- 
ously served by trunk airlines alone and now served by a local-service 

carrier, there has been a subst: antial increase in tr affic. For example, 

in one smaller city on Southern’s system where Southern’s service was 
added to that of a trunkline carrier, we now carry about four times 
the number of passengers carr ied by the trunkline. 

Furthermore, since Southern’s local service has been added, the 
total number of passengers using air transportation in and out of that 
particular town has increased 18 times. 
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Most of the trunk carriers either no longer have DC-3 aircraft or 
are in the process of disposing of such equipment. They cannot pro- 
vide service to many of the smaller cities with the larger aircraft they 
now possess, and it is not economic for them to do so, even at many 
points where the larger equipment can be landed. 

In addition, there are m: ny communities which, because of their 
location, do not fit into the route structure of any trunkline and, there- 
fore, will forever be left. without any air service except for the local- 
service carriers. 

The local service carriers, by the very nature of the function they 
perform, must depend for a livelihood primarily upon traffic from the 
smaller and intermediate cities. The trunks, on the other hand, serve 
long-haul traffic. This fundamental distinction is important because 
it gives the two types of carriers different objectives. Since long-haul 
operations are the most profitable, good business practice requires the 
trunks to emphasize this type of service to the neglect of the short- 
haul business. 

For example, a feeder town on a trunk system may be given only one 
flight a day and that at an inconvenient hour, since the trunk’s sched- 
ule must be geared to the long-haul needs of the more profitable traffic. 

For such reasons as these, the House Interstate and Foreign Com- 
merce Committee in its report last year stated : 

It would be a disastrous mistake for the Civil Aeronautics Board to reverse 
this policy (continuation and expansion of the local service carriers) at this 
stage. The trunk airlines are geared for long-haul operations and if required to 
serve these small communities, would provide only the minimum service ordered 
by the Board. This would undoubtedly cause a serious drop in traffic and com- 
pletely frustrate all that has been developed in the past 5 years by the local 
airlines. 

It is also for these reasons, based on both actual experience and pol- 
icy, that the public interest requires passage of legislation directing 
issuance of permanent certificates to the local service carriers. 

Permanent certificates are required to make possible long-range 
planning and to maintain at its present high level the morale of the 
employees i in the loeal service industry. 

In conclusion, I wish to emphasize briefly two points I have already 
mentioned: The matter of long-range planning, and the morale of our 
personnel. 

Temporary certificates have prevented local service carriers from 
making long-range plans and, in turn, from achieving economies which 
would result from such planning. Just as the temporary nature of the 
franchise under which we operate has discouraged investment banking 
houses and other financing sources from investing in the industry, 
management of companies with franchises of limited duration are pre- 
cluded from obt: aining the savings that accompany, for example, bulk 
purchases and long- term commitments. 

As already pointed out, aircraft manufacturers are discouraged 
from designing and producing an airplane suited to the needs of the 
local carriers. ‘Temporary certificates have also made impossible or 
difficult the raising of operating capital needed for many purposes, 
including advertising which, in ‘turn, is required to increase commer- 
cial revenues. 

Finally, one of the greatest assets which the local service carriers 
have today are their loyal and devoted employees. This group has at 
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much personal sacrifice contributed enthusiastically to the success of 
the local service experiment and enabled it to demonstrate by actual 
experience, the benefits available, through local air transportation, to 
the public. 

The time has now come to recognize this contribution and to assure 
the continued high morale and enthusiasm of these employes by recog- 
nition of their achievement through the issuance of permanent 
certificates. 

Let me again thank the members of this committee for the privi- 
lege of appearing before it and, in conclusion, to urge favorable ac- 
tion upon legislation awarding permanent certificates to the local 
service carriers. Thank you. 

Senator Monroney. Thank you very much, Mr. Hulse. Senator 
Schoeppel ? 

Senator Scrorrren. I don’t believe I have any questions here, but 
I have been noticing that you gentlemen testifying here today have 
stressed one point, that as these local type of operations that you are 
speaking of here—and they are not loc ‘al by a long shot, but they are 
not the big trunklines, obv iously—I want to make that distinction— 
as you develop your load factors, it seems that your trunkline opera- 
tions with your connections, also build up. 

Mr. Hutse. Absolutely. 

Senator ScHorrreL. Now that seems to be threaded through all of 
these witnesses’ testimony here up to now, which does indicate that 
as these local feeder lines develop, the big fellows, so to speak—just 
like the rail lines used to way back—the feeder service coming in made 
the trunkline operations greater in revenue producing. 

Mr. Hutse. Yes, sir. 

Senator Scnorpret. I am sure you fellows haven’t gotten together 
on all of that, but that seems to be kind of the established pattern here. 

Mr. Houtse. It certainly is. In our own case, Senator, about 60 
percent of our business either originates on our system and is given 
to a trunkline, or originates on a trunkline and reaches its final desti- 
nation over our sy stem. 

In other words, 60 percent of our business coming and going, so 
to speak, is interchange business. 

Senator ScHorrreL. No further questions. 

Senator Monroney. You mentioned you have been through two 
hearings. Can you give us an estimate of what the hearings cost you? 

Mr. Hutse. Senator, I believe that our renewal case would run 
something like $50,000. 

Senator Monroney. And may I ask approximately what you spend 
a month for advertising ? 

Mr. Hutse. We spe nd about $7,000 a month for advertising. 

Senator Monroney. In other words, it would be about 7 to 1, the 
cost of a nonproductive hearing as compared with what you spend 
on advertising to build up your ‘local system. 

Mr. Hutsr. I would like to point out one thing. It takes a tre- 
mendous amount of management talent in any renewal case. If that 
management talent were used to dev elop our traflic and improve our 
service, it would be very valuable, indeed. 

Senator Monroney. In other words, you don’t just hire a lawyer 
and turn it over to him to get your certificate renewed. ‘There is the 
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president of the company, the vice presidents, operating manager, and 
several others. 

Mr. Huse. Everybody in the house. 

Senator Monronry. Thank you. Senator Bible? 

Senator Brexe. I was just interested in the use of our DC-3’s. You 
use those on your airways now, I t: ake it? 

Mr. Hutse. Yes, we use 10 DC-3’s. 

Senator Brie. You say permanent certification would bring about 
an improvement in that type of aircraft. Do you have any idea as 
to what you would need ? 

Mr. Hutse. Senator, the local carriers have gotten together and 
have more or less agreed on a design that would be suitable for use 
over our routes. We have not been able to interest anyone in building 
such an airplane because of our temporary status. 

Senator Brie. And what is the comparative mileage factor of the 
DC-3 with your improved aircraft? Your cruising speed is what 
now, 180, roughly ? 

Mr. Huts. Actually we make good about 150 miles an hour be- 
cause of the stops. We believe that this new airplane that we talked 
about would make good something like 200 miles an hour. 

Senator Brete. I see. It would be somewhere intermediate be- 
tween the DC-3 and the Convair. 

Mr. Hutsr. Yes. 

Senator Brie. That is all I have. 


Senator Monroney. Isn’t it a fact that your operating cost per ; 
seat is higher on the DC-3 than it is on any other plane now flying 4 
the airways, Martin, Convair, DC-6, Constellation, or DC-7 ? i 

Mr. Hutsr. Yes; you are right. 4 

Senator Monronery. And prob: ibly in this prototype plane, you are ( 
desirous of the operating costs being reduced ? ; 

Mr. Hurse. Yes. The original figures gave quite a saving on a A 
per seat basis. : 

Senator Monroney. And probably is an easier-to-service plane? ‘ 

Mr. Huuse. Yes. Overall it would be a cheaper operation by a $ 
good bit. 7 

Senator Monronry. Any further questions? 

Senator Scnorrren. No further questions. 

Senator Monronery. Are you getting any of this first-class mail 7 
load on your line? i 


Mr. Hutse. Yes, sir; we are. We are not operating into all of the 
communities, but I think about 60 to 70 percent of our communities 
are being served on the first-class mail experiment. 

It has been very well received and is expediting mail in a number 
of areas. 

Senator Monronry. And the more of that you would have, the less 
you would have to depend on subsidy ? 

Mr. Hutse. That is right. 

Senator Monronry. Any further questions? 

Senator Breie. I have no further questions. 

Senator Monroney. Thank you very much, Mr. Hulse, for your 
kindness in coming here. We have Mr. Boston here, from Enid, Okla. 
He is in the room. Mr. Boston, we are glad to have you before the 
committee. We know of your long-time interest in aviation and civic 
leadership. We would appreciate your proceeding in your own way. 


— aah oe 
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STATEMENT OF FRED BOSTON, OF ENID, OKLA. 


Mr. Boston. Thank you, Chairman Monroney, and members of the 
committee. 

My name is Fred Boston and I reside in Enid, Okla. I am an auto- 
mobile dealer in that city and a member of the board of directors of 
Central Airlines. I wish to emphasize, however, that I am speaking 
this afternoon not as a director of Central Airlines but as a citizen 
of Enid, a businessman located there, a member of the Chamber of 
Commerce of Enid, a member of the board of directors of the Okla- 
homa Development Council, and as of last week by appointment of 
the Governor of Oklahoma, as a member of the Economic Develop- 
ment Commission of Oklahoma. Both these latter organizations have 
for their object the promotion of the economic and industrial progress 
of Oklahoma. I am testifying as an Oklahoman, as a representative 
of the business community of that State, and as a user of the local 
airlines service. 

I was born and raised in Oklahoma and I can personally attest to 
the tremendous increase in commerce and progress of the smaller 
communities that has followed the establishment and growth of Cen- 
tral Airlines in the State. The availability of scheduled air service 
has brought to the relatively sparsely populated State of Oklahoma 
benefits far beyond the power of anyone to measure in terms of dol- 
lars, whether they are subsidy dollars or any other kind of dollars. 

I would like to read a wire that I received since arriving in Wash- 
ington. It states: 

Fred Boston, Statler Hotel: In considering Enid as a possible factory site 
the presence of commercial airlines facilities is of great import. Suggest you 
extend every effort to secure the highly important facilities. Industry demands 
air transportation. 

LEON NORMAN. 

They have plants in Kansas C ity and the head office run by Mr. 
Norman’s father is in New York City. 

The Central Airlines route map which you see on the easel before 
you is eloquent testimony of the nature of the communities which it 
serves. The larger cities on this route map, except for terminals, 
generally run from 25,000 to 40,000 in population. The smaller cities 
run down as far as 5,000. It is the strong conviction of Oklahomans 
that they should not be penalized in respect to air service simply 
because of their relatively light population density compared to some 
of the highly industrialized ‘and dense ‘ly populated areas of the coun- 
try. They feel, and I feel, that the fact that they live in towns of ten, 
twenty, or thirty thousand population, should not be held against 
them so as to deprive them of regular airmail, airfreight, and air 
passenger service. 

The people of the area served by Central have eloquently proved 
their support for scheduled air service by the rapid rate of increase 
of utilization of Central’s services. Central had a slower start than 
some of the other local service airlines, due to route pattern problems 
and other factors beyond its control, but Central’s rate of improve- 
ment is comparable to most, if not all, of the other local airlines. We 
in Oklahoma are strong supporters of Central and are well satisfied 
with the frequency and quality of service which it is rendering under 
om difficult circumstances of not being able to plan on a long-range 

asis. 
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We in Oklahoma feel that we are entitled to look forward perma 
nently to scheduled air service. We also feel that Central could 
gre itly improve the quality of service which it is already rendering if 
it were not harassed by the constant problem of rejustifying its right 
to serve its customers, which in turn means the users must constantl} 
rejustify their right to scheduled air service. It is for this reason that 
I, representing the customers of Central Airlines, do urge this com- 
mittee to report favorably S. 651 and do urge that the Congress enact 
it into law. 

I have here letters which leading business enterprises of Oklahoma 
have furnished me in support of S. 651 and I desire, with the chair- 
man’s permission, to read a few paragraphs from some of them and 
to insert them all into the record. 

I likewise, with the permission of the Chair, would like to insert into 
the record the statement of the Governor of Oklahoma in support of 
S. 65 

Senator Monroney. Thank you. Without objection, permission is 
granted. 

Would you care to brief the letters? 

Mr. Boston. I will, and I will cull some of the paragraphs that have 
nothing to do with 651. 

Senator MonroNney. We will print the whole letter in the record, 
but for the convenience of the record please abbreviate them. 

(The material referred to is as follows :) 

UNION EQUITY COOPERATIVE EXCHANGE, 
Enid, Okla., February 17, 1955. 
Hon. MrKe MONRONEY, 
United States Senate, Washington, D. C. 

DEAR SENATOR MONRONEY. Transportation is a very vital part of our business. 
We operate £0 million bushels storage space for grain here at Enid, Okla. We not 
only need rail facilities but air transportation to take care of our business. 

In the past few months we have sent out hundreds of grain samples not only 
to laboratories in the United States but to several in foreign countries. In order 
to meet the time limit to reach destination, it has been necessary that these 
samples be sent air express. We also need the air service for much of our regular 
mail. 

In order to attend meetings at different cities, it has been necessary that our 
board of directors, attorney, and management use air transportation. Last 
March we had a party of 12 that went to Washington, D. C. We used Central 
Airlines to make connection with other lines to Washington. Next month we 
will have another group making the trip to Washington, which will be a party of 
at least 10, and in order to save time we will travel from Enid by Central Air- 
lines. 

We are much in favor of Senate bill No. 651 which would give Central Airlines 
a permanent certificate to serve this southwest area. 

This letter will authorize Mr. Fred Boston to use any of the above statements 
at the hearing Monday, February 21. 

Yours very truly, 
J. E. Puckett, General Manager. 


[Telegram] 


Ex Paso, Trex., February 18, 1955. 
FRED BosTon, 
Statler Hotel, Washington, D. C.: 

In considering Enid as possible factor site the presence of commercial air- 
lines favilities is of great import. Suggest you extend every effort to secure 
the highly important facilities. Industry demands air transportation. 

LEON NORMAND. 
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GEORGE FB, FAILING Co., 
Hnid, Okla., February 16, 1955. 
Hon. MIKE MONRONEY, 
United States Senator, Senate Office Building, Washington, D. C. 

DEAR SENATOR MONRONEY: In reviewing our business relationship with the 
Central Airlines at Enid, Okla., we find that this air service has been ex- 
tremely valuable to our company and the community, in both freight and 
passenger service. 

As an original equipment manufacturer, it is necessary that we have a certain 
number of parts available for immediate shipment. In consideration of the 
high cost of drilling shutdown time, average from $200 to $500 a day, it is 
also necessary that delivery be completed in the shortest possible time. For 
this we depend on airfreight or air express originating in Enid. 

On other occasions it is necessary that personnel be placed on drilling oper- 
ations with the greatest possible speed to avoid operating losses to our cus- 
tomers. We also find this service desirable on the executive level by reducing 
the travel time to a minimum for the officers and key employees of our company. 

In summary, we wish to extend our congratulations to the Central Airline 
Co., for the excellent services in the past, and highly recommend they be 
allowed permanent operating authority. 

Very truly yours, 
Grover M. Craie, Traffic Department. 


ee ee 


HEADQUARTERS 35751rH Pitot TRAINING WING (BSC MB), 
Vance Air Force Base, Okla., February 16, 1955. 
Mr. Frep Boston, 
Enid, Okla. 

DeAR Mr. Boston: In compliance with your request for information as pertains 
to retention of Central Airlines in Enid based on military necessity, the follow- 
ing is submitted: 

(a) A survey was made of transportation requests issued by the Commercial 
Transportation Section, and on an average there were approximately 4 air 
passengers, 12 rail passengers, and 3 bus passengers, utilizing transportation 
requests per month. The month of January showed 21 air passengers, 21 rail 
passengers, and 2 bus passengers were issued transportation requests. It may be 
assumed that a few military personnel travel at their own expense, utilizing 
each type of transportation, and in addition a few visitors arrive at Vance each 
year via Central Airlines. 

(b) As a comparison air and rail transportation eastbound and westbound 
are poor in that a person must travel south in order to make necessary connec- 
tions, with the exception of northeastward (i. e., New York area). Travel into 
this area, both by air and rail, is good. Example— 

Rail: Depart Enid February 14; arrive New York February 16; cost $97.03 
l way with lower berth. 

Air: Depart Enid February 14, 10:04 hours; arrive New York February 14, 
20:55 hours ; cost $95.90 1 way, first class. 

(c) It was found that the major advantage of air travel for military per- 
sonnel was the amount of time saved, usually lower cost to the Government 
and the overall convenience involved. 

In summary, it is felt that use of Central Airlines by military personnel is 
advantageous and highly desirable from the standpoint of time, convenience, 
and cost. 

CHESTER P. GILaer, Colonel, USAF, Commander. 





HALLIBURTON Orn WELL CEMENTING Co., 
Duncan, Okla., February 17, 1955. 
Hon. SENATOR MIKE MONRONEY, 
Chairman, Subcommittee on Aviation, 
Interstate and Foreign Commerce Committee, 
Washington, D. C. 


Dear Senator: Central Airlines of Forth Worth, Tex. has been serving 
Duncan, Okla., for over a year. This air service has been most valuable to the 
Halliburton Oil Well Cementing Co. as we have many employees who ride Central, 
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making connections with other airlines for trips throughout the United States 
and many foreign countries. We send much of our mail by air and this helps to 
expedite our communications with customers and our field personnel. 

We have many calls daily for materials to be sent on a short notice. These 
materials consist of manufactured products, tools, etc. They are sent by air- 
freight in order that we might have as little delay as possible in receiving the 
materials in our various operating points. 

The certificate that Central has been operating under is not of a permanent 
nature and we earnestly solicit your help in giving Central all aid possible in 
granting them a permanent certificate. 

Mr. Fred Boston, 420 West Main Street, Enid, Okla., may read this letter 
before the committee in Washington, D. C. 

Yours very truly, 
L. B. MEADERS 


THE ENID CHAMBER OF COMMERCE, 
Enid, Okla., February 18, 1955. 
Hon. M1KkE MONRONEY, 
United States Senate, 
Washington, D. C. 

Dear Senator: This letter will authorize Mr. Fred Boston to represent the 
Enid Chamber of Commerce in the hearing Monday, March 21. 

Central Airlines has been doing a commendable service for Enid and north- 
west Oklahoma in passenger service, airmail, air express, and airfreight. 

Many of our business firms are dependent upon Central Airlines for air ex- 
press, mail service, and passenger service where it is necessary that deliveries 
be made in the shortest period of time. 

Members of our chamber of commerce have spent thousands of dollars and 
many days in securing and helping to keep this needed service. 

We urge your support for Senate bill 651, which would give Central Airlines 
a permanent certificate to continue serving Oklahoma, Texas, Arkansas, and 
Kansas. 

Sincerely, 
O. E. Zink, Managing Director. 


THe Crry or EN, 
Enid, Okla., February 17, 1955. 


Hon. Mrke MONRONEY, 
United States Senate, 
Washington, D. C. 


Dear Sir: Mr. Fred Boston, of Enid, Okla., is authorized to present the follow- 
ing statement in behalf of the city of Enid, Okla. 

The city of Enid understands that you chairman a subcommittee of the Inter- 
state and Foreign Commerce Committee which is considering permanent certi- 
fication of local-service airlines. We will appreciate your committee’s consider- 
ation of our desires in connection with this important matter. 

The city of Enid frequently experiences difficulty in negotiating with Central 
Airlines (Central is the airline that serves Enid) because they are operating on 
a temporary certificate. In other words, it is difficult to plan improvements on 
a long-range basis when the airlines services may be curtailed when the tempo- 
rary certificate expires. No doubt other cities experience this same difficulty in 
connection with their local-service airlines. 

Also, just prior to the expiration of each temporary certificate there is con- 
siderable time, effort, and money spent in preparing information and attending 
hearings. If local-service airlines were granted permanent certificates, it would 
eliminate this reoccurring expense and effort. 

We will sincerely appreciate your committee’s favorable consideration and 
action in recommending that local-service airlines be granted permanent 
certification. 

Sincerely, 
tERALD D. WILKINS, City Manager. 
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CHAMPLIN REFINING Co., 
Enid, Okla., February 17, 1955. 
Hon. A. S. MrKE MONRONEY, 
United States Senate, Washington, D. C. 

Dear Sir: This letter is in support of Senate bill 651, which we understand 
will enable permanent certificates of authority to be issued to feeder airlines. 

Based upon our local experience, our company is highly in favor of the passage 
of this bill. As you may know, the principal office of our company is located at 
Enid, and the bill will permit Central Airlines, whose service to Enid we regard 
as invaluable, to be permanently certified. 

Speaking only for our own company, it is highly advantageous and beneficial 
to have a feeder airline serving the community. Our company uses this airline 
and receives great benefit therefrom in the following ways: 

(1) The line serves as an expeditious means of transportation to our officials 
and employees when the use of our own planes is impractical. For example, we 
have a great deal of traffic between Enid and Fort Worth, which is the location 
of the operating office of our parent company, the Chicago Corp. By use of 
Central Air Lines, it is possible for our people to make the round trip in 1 day, 
which would be impossible by any other form of transportation. 

(2) The line is used extensively by other companies which send representa- 
tives to Enid for negotiations with us, thus expediting the closing of transactions 
for us as well as for the other parties. 

(3) The line is used extensively for airmail, air express, and airfreight, and 
renders a valuable service to our company in expediting these important items. 

We trust that after full consideration, you and your committee will see fit to 
recommend passage of this bill. 

We hereby authorize Mr. Fred Boston, of Enid, to make the within and fore- 
going statement to your committee in our behalf. 

Very truly yours, 
J. L. RuNE. 


STATE OF OKLAHOMA, 
OFFICE OF THE GOVERNOR, 
Oklahoma City, February 16, 1955. 


STATEMENT TO THE SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


Hon. MrKe MONRONEY, 
Chairman, Subcommittee on Aviation. 

GENTLEMEN: This statement is for the purpose of obtaining your support for 
S. 651, introduced by Senator Magnuson on January 21, 1955, and presently 
pending before your committee, providing for permanent certification for the 
local-service airlines. 

For some time now I have been deeply interested in the local-service airline 
problem in Oklahoma as well as throughout the Nation. When we in Oklahoma 
talk about local service we are, of course, referring to Central Airlines which 
was born and brought up in our country. Central operates over 1,100 route miles 
interconnecting some 14 cities in our State and providing 10 of these cities with 
their only airline service. 

We have given ample proof of the earnestness of our desire to acquire and 
retain local service. Our State government, the cities both small and large, 
and countless hundreds of our businessmen have given generously of their time 
and money to first secure the services of Central, and then in their renewal case, 
to keep and expand these services. This side-by-side participation with the 
carrier in securing and retaining its certificate, have given us a close insight 
into the many problems concerned with these phases of its operations. We know 
something of the long hours of preparation that these hearings entail and it 
stands to reason that while the renewal proceeding is in process, the operation of 
the airline suffers to some degree because of this diversion of managerial 
attention. 

Aside from the thousands of dollars spent on renewal cases, there is to be 
considered the effect that uncertainty of continuation has on the carrier’s 
ability to attract investment capital. Many Oklahoma citizens are stockholders 
in Central Airlines, even though it is difficult to attract an investor when you 
have to tell him that the very existence of his investment is subject to possible 
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termination at the end of 3 or 5 years. A permanent certificate would make it 
possible for the carriers to obtain a substantial portion of their financing through 
equity capital. 

Another benefit of permanent certificates is that they enable management to 
plan its operations, its personnel policies, its purchasing, and many other items 
on a long-range basis with an obviously improved efficiency. 

Thus the taxpayer would benefit doubly; first, he would have the service of 
a more efficiently operating airline and second, this improvement in service will 
come to him at a reduced cost in the form of lower subsidy requirements. 

The taxpayer in Oklahoma, as well as the other States, who through his 
elected State officers directs the development of airports and State aviation 
policy, also would be greatly assisted by the granting of permanent certificates. 

As Governor of Oklahoma, I am asking Keith Kahle, president of Central Air- 
lines, to present this statement to your committee at his pleasure. 

Oklahoma strongly supports the making of the certificate of the local-service 
airlines permanent, and asks for this legislation. 

Sincerely, 
RAYMOND GARY, Governor. 


Mr. Boston. The first one is from the Union Equity Cooperative 
Exchange, in Enid, Okla. It is the fifth largest elevator in the 
country. It is addressed to Senator Monroney. 


Transportation is a very vital part of our business. We operate 50 million 
bushels storage space for grain here at Enid, Okla. We not only need rail 
facilities but air transportation to take care of our business. 

In the past few months we have sent out hundreds of grain samples not only 
to laboratories in the United States but to several in foreign countries. In 
order to meet the time limit to reach destination, it has been necessary that 
these samples be sent air express. We also need the air service for much of 
our regular mail. 

In order to attend meetings at different cities, it has been necessary that our 
board of directors, attorney, and management use air transportation. 


The next is from George E. Failing Co., a subsidiary of Westing- 
house. They supply equipment to all parts of the world. 


In reviewing our business relationship with the Central Air Lines at Enid, 
Okla., we find that this air service has been extremely valuable to our company 
and the community, in both freight and passenger service. 

As an original equipment manufacturer, it is necessary that we have a certain 
number of parts available for immediate shipment. In consideration of the 
high cost of drilling shut-down time, averaging from $200 to $500 a day, it is 
also necessary that delivery be completed in the shortest possible time. For 
this we depend on airfreight or air express originating in Enid. 

On other occasions it is necessary that personnel be placed on drilling opera- 
tions with the greatest possible speed to avoid operating losses to our customers. 
We also find this service desirable on the executive level by reducing the travel 
time to a minimum for the officers and key employees of our company. 

The next one is from the commanding officer, 3575 Pilot Training 
Wing, Vance Air Force Base, Okla. He sets out that you depart 
from Enid on February 14 and arrive in New York on February 16, 
at a cost of $97.03 one way with lower berth, and by air you depart 
Enid February 14 at 10:04 and arrive New York February 1é4 at 
20: 55, cost $95.90 one way, first class. 

It was found that the major advantage of air travel for military personne! 
was the amount of time saved, usually lower cost to the Government and the 
overall convenience involved. 

In summary, it is felt that use of Central Airlines by military personnel is 
advantageous and highly desirable from the standpoint of time, convenience, 
and cost. 
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The next is from Halliburton Oil Well Cementing Co., of Duncan, 
Okla. 


Central Airlines of Fort Worth, Tex., has been serving Duncan, Okla., for over 
a year. This air service has been most valuable to the Halliburton Oil Well 
Cementing Co. as we have many employees who ride Central, making connec- 
tions with other airlines for trips throughout the United States and many for- 
eign countries. We send much of our mail by air and this helps to expedite 
our communications with customers and our field personnel. 

We have many calls daily for materials to be sent on a short notice. These 
materials consist of manufactured products, tools, ete. They are sent by air- 
freight in order that we might have as little delay as possible in receiving the 
materials in our various operating points. 


The next one is from the Chamber of Commerce of Enid, Okla. : 


Central Airlines has been doing a commendable service for Enid and north- 
west Oklahoma in passenger service, airmail, air express, and airfreight. 

Many of our business firms are dependent upon Central Airlines for air 
express, mail service, and passenger service where it is necessary that deliveries 
be made in the shortest period of time. 

Members of our chamber of commerce have spent thousands of dollars and 
many days in securing and helping to keep this needed service. 

We urge your support for Senate bill 651, which would give Central Air Lines 
a permanent certificate to continue serving Oklahoma, Texas, Arkansas, and 
Kansas. 


The next is from the city of Enid, signed by Gerald D. Wilkins, 
city manager. 


The city of Enid frequently experiences difficulty in negotiating with Central 
Airlines (Central is the airline that serves Enid) because they are operating 
on a temporary certificate. In other words, it is difficult to plan improvements 
on a long-range basis when the airlines services may be curtailed when the 
temporary certificate expires. No doubt other cities experience this same diffi- 
culty in connection with their local service airlines, 

Also, just prior to the expiration of each temporary certificate there is con- 
siderable time, effort, and money spent in preparing information and attending 
hearings. If local service airlines were granted permanent certificates, it would 
eliminate this reoccurring expense and effort. 


The next is from the Champlin Refining Co., a subsidiary of the 
Chicago Corp., which just purchased Champlin Refining Co. for 
$55 million. 


This letter is in support of Senate bill 651 which we understand will enable 
permanent certificates of authority to be issued to feeder airlines. 

Based upon our local experience, our company is highly in favor of the 
passage of this bill. As you may know the principal office of our company is 
located at Enid and the bill will permit Central Airlines, whose service to Enid 
we regard as invaluable, to be permanently certified. 

Speaking only for our own company, it is highly advantageous and bene- 
ficial to have a feeder airline serving the community. Our company uses this 
airline and receives great benefit therefrom in the following ways: 

(1) The line serves as an expeditious means of transportation to our officials 
and employees when the use of our own planes is impractical. For example, 
we have a great deal of traffic between Enid and Fort Worth, which is the 
location of the operating office of our parent company the Chicago Corp. By 
use of Central Airlines it is possible for our people to make the round trip 
in 1 day, which would be impossible by any other form of transportation. 

(2) The line is used extensively by other companies which send representa- 
tives to Enid for negotiations with us, thus expediting the closing of transactions 
for us as well as for the other parties. 

(8) The line is used extensively for air mail, air express, and air freight, 


and renders a valuable service to our company in expediting these important 
items. 
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The other is from the Governor of Oklahoma. Would you like for 
me to read all of that, or just file it? 

Senator Monroney. If you could, read a section of it. 

Mr. Boston. All right. 





For some time now I have been deeply interested in the local service airline 
problem in Oklahoma as well as throughout the Nation. When we in Oklahoma 
talk about local service we are, of course, referring to Central Airlines which 
was born and brought up in our country. Central operates over 1,100 route 
miles interconnecting some 14 cities in our State and providing 10 of these 
cities with their only airline service. 

We have given ample proof of the earnestness of our desire to acquire and 
retain local service. Our State government, the cities both small and large, 
and countless hundreds.of our businessmen have given generously of their time 
and money to first secure the services of Central, and then in their renewal case, 
to keep and expand these services. This side-by-side participation with the 
carrier in securing and retaining its certificate, have given us a close insight 
into the many problems concerned with these phases of its operations. We know 
something of the long hours of preparation that these hearings entail and it 
stands to reason that while the renewal proceeding is in progress the operation 
of the airline suffers to some degree because of this diversion of managerial 
attention. 

Aside from the thousands of dollars spent on renewal cases, there is to be 
considered the effect that uncertainty of continuation has on the carrier’s ability 
to attract investment capital. Many Oklahoma citizens are stockholders in 
Central Airlines, even though it is difficult to attract an investor when you have 
to tell him that the very existence of his investment is subject to possible 
termination at the end of 3 or 5 years. A permanent certificate would make it 
possible for the carriers to obtain a substantial portion of their financing through 
equity capital. 

Another benefit of permanent certificates is that they enable management to 
plan its operations, its personnel policies, its purchasing, and many other items 
on a long-range basis with an obviously improved efficiency. 

Thus the taxpayer would benefit doubly; first, he would have the service 
of a more efficiently operating airlines and, second, this improvement in service 
will come to him at a reduced cost in the form of lower subsidy requirements. 

I would like to explain for a minute the reason I happen to be on the 
board of directors of Central Airlines. We in Enid, Okla., decided 
it would be a good gesture if about 35 of us would purchase stock, so 
we purchased a little stock more or less as a civic gesture so we would 
always be sure of airline service. After getting started I became 
interested in the airline and worked on it and was elected to the board 
of directors. 

Thank you very much. 

Senator Monroney. I think you have taken it upon yourself to 
stimulate other chambers of commerce and civic groups to justify the 
existence of the local arline service by patronizing it on a use it or 
lose it basis, I think they call it. 

Mr. Boston. I also sold some stock for Central on the same basis in 
Ada, Okla., and in Borger, Tex. 

Senator Monroney. You are also a former president of the Okla- 
homa Automobile Dealers Association and are consequently familiar 
with the need for shipment of parts and other things by air express. 
Does that tend to help lower the inventories at all that you are required 
to handle for servicing cars and farm equipment, and things of that 
kind ? 

Mr. Bosvon. Mr. Chairman, it does very much. Not only that, but, 
of course, our business is the same more or less as the business in the 
letters I have just read. It helps us carry a lower inventory of parts, 
and it also helps us receive a part that we may need for a wreck that 
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we do not carry in stock much quicker in order to get a man’s auto- 
mobile repaired and on the road. 

Besides that, we in smaller towns do not carry the inventory of new 
cars to staff the people, in color, equipment, and body design, and it is 
outeuniel necessary to have a way for me to send a man to Ponca 
City or Tulsa or even Ada, Okla., after a car that I might not have 
in stock in order to make delivery without sending two men in a car, 
the other to drive the car back. We couldn’t have other services to 
places where we have the automobiles. . 

Senator Monroney. You have lost many, many miles of your rail- 
road service in Okl: thoma, so much of your transportation to many 
places would be either in your own car or by bus. 

Mr. Boston. That is right. Recently I had to pick up a car at 
Bartlesville. It would have been pretty nearly impossible to have 
taken the time to go by bus and it would have t: aken 2 men practically 
all day with 2 cars to go over there and back. 

Senator Monroney. Senator Schoeppel ? 2 

Senator Scuorrre.. No questions. 

Senator Monroney. Senator Bible? 

Senator Brstr. No questions. 

Senator Monroney. Thank you very much, Mr. Boston, for giving 
us your experience. 

Mr. William C. Burt, of Bonanza Airlines, general counsel. 

We are glad to have you appear before the committee, Mr. Burt, 
and you may proceed in your own Way. 


STATEMENT OF EDMUND CONVERSE, PRESIDENT, BONANZA AIR 
LINES, INC., BY WILLIAM C. BURT, GENERAL COUNSEL 


Mr. Burr. Thank you, Mr. Chairman. First, Mr. Converse has 
asked me to extend his apologies to the committee. He is very much 
interested in the bill and he would like to have been here. Fortunately, 
we are operating or about to operate a new route, and the business of 
getting that route into operation required his presence in the West. 

He has prepared a complete statement here and he has asked me 
to request that that be inserted in the record and to briefly summarize 
what we have to say orally. 

Senator Monroney. That will be fine. 

(The statement referred to is as follows :) 


STATEMENT OF EDMUND CONVERSE, PRESIDENT, BONANZA AIR LINES, INC. 


I am Edmund Converse, president of Bonanza Air Lines, Inc., At the outset I 
want to take this opportunity to extend my sincere gratitude and appreciation 
to the chairman and to the committee for this opportunity to appear in behalf of 
Bonanza Air Lines and as a representative of the local service airline industry 
on permanent certification legislation. All of us appreciate the great interest and 
leadership which this committee has demonstrated by*setting down this for public 
hearings, study, and consideration. 

Bonanza is one of America’s 14 certificated local service air carriers. It oper- 
ates scheduled mail, passenger, freight, and express services over some 1,200 
route-miles in the States of Nevada, California, and Arizona. Its present route 
extends from Reno, Nev., south through Las Vegas to Phoenix, Ariz., and thence 
west to San Diego and north to Los Angeles. 

Between these 5 named cities Bonanza serves 11 other intermediate com- 
munities, which are Carson City, Hawthorne, and Tonopah, Nev.; Death Valley, 
Calif.; Kingman, Prescott, Ajo and Yuma, Ariz.; Blythe, El Centro, and Santa 
Ana-Laguna Beach, Calif. 
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Historically, Bonanza Air Lines was incorporated in the State of Nevada in 
1945. After several months of charter and training school operations the com 
pany commenced scheduled intrastate service between Reno and Las Vegas under 
a certificate issued by the Nevada State Public Service Commission. These 2 
cities, some 450 road miles apart and having no rail connection, comprise two 
thirds of the population of the State. Operations were started with 1 leased 
converted DC-3 airplane and 17 employees. 

In 1947, the company applied to the Civil Aeronautics Board for a certificate 
of convenience and necessity. During the processing of its application the airline 
continued its operations, and picked up the intermediate stops of Tonopah and 
Hawthorne, Nev. 

In November of 1949, Bonaza was awarded its certificate by the CAB author 
izing scheduled interstate air transportation service between Reno, Las Vegas, 
and Phoenix via various intermediate cities. Bonanza’s certificate was later 
amended to extend this route into Los Angeles from Phoenix via Ajo, Blythe, 
Yuma, El Centro, San Diego, Oceanside, and Santa Ana-Laguna Beach. Within 
30 days air carrier operations were commenced over the entire route. 

Bonaza soon found that the 648-mile route which it was awarded in 1949 was 
too short a route over which to spread its fixed costs. To remedy this situation 
the company applied for the route segment Phoenix-San Diego-Los Angeles via 
several intermediate stops, as before noted, and was awarded this segment in 
1952. 

As of March 26, 1955, Bonanza is authorized to operate a new route segment 
between Poenix and Los Angeles via Blythe, Indio and Riverside-Ontario. This 
authorization resulted from the Bonaza renewal case which also extended our 
older routes with some modifications until December 31, 1957. When this new 
route is in operation, Bonanza will serve a total of 17 cities on a system of 1,700 
route-miles in Nevada, California, and Arizona. 

Bonanza is a typical local service or feeder airline in that its service is triple 
in character. It provides service between the smaller communities in its area; 
it provides service between the smaller communities and their trade areas; it 
provides long-haul trunk service for the smaller communities in that it connects 
with the trunk carriers at the metropolitan centers, 

The company is proud of its record in developing the benefits of air trans- 
portation to an increasingly greater number of people who have come to rely 
upon that type of service. Comparisons are always useful for purposes of 
demonstration, for instance: 


1950: Bonanza flew 908,000 revenue miles; 

1954: Bonanza flew 1,706,000 revenue miles; 

1950: Bonanza carried 4,600,000 revenue passenger-miles ; 
1954: Bonanza carried 17,400,000 revenue passenger-miles. 
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During this 1950-54 period, our operating picture continuously improved. Our 
load factors virtually doubled, reaching 49 percent in 1954. Our subsidy per 
revenue passenger-mile was cut in half. Our dollar mail pay is the lowest in the 
industry. 

During 1954, Bonanza gave to connecting trunkline carriers and received from 
them interline business amounting to over $200,000 in passenger revenue a 
quarter. 

These figures indicate progress in the category of a local service carrier ; 
namely, Bonanza’s increased use by the public and the Post Office, its improved 
operating results, and its position as a feeder of traffic, to the trunk carriers it 
serves. 

With this record we thought we were candidates for a permanent certificate 
and we asked for one. We were, however, unable to convince the Civil Aero- 
nautics Board. On January 25, 1955, the Board issued a decision renewing our 
certificate until December 31, 1957. Since the decision is not effective until 
March 26, 1955, this is a renewal for a period of about 2 years and 9 months. 
We hope we are more successful in persuading this committee that permanent 
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certification is essential to our continued development and is thoroughly Justi 
fied by the progress of the industry and by need of the communities which it 
serves. : ‘ 4 > 

From time to time a great deal has been said about the subsidy required for 
the local service industry. There are some significant facts in this connection 
that should be brought to the committee’s attention. I would like to say that 
we of Bonanza do not shudder at the mention of the term “subsidy as many 
would have us do, It is given to Bonanza for the direct benefit of some t million 
people to whom BonanzZa’s local air service is made available. Phat subsidy is 
responsive to the need for that type of service and it is channeled almost entirely 
toward the provision of that type of service by Bonanza. It isa subsidy designed 
to satisfy a great public need that could not otherwise be satisfied. Bonanza is 
merely the medium through which these moneys are funneled. 

A local service carrier’s profit is very carefully controlled and limited by the 
Civil Aeronautics Board. It is intended to be approximtely a 7- or 8-percent 
return on what is known as the recognized investment in Bonanza. An 8-percent 
return, while reasonable, is, indeed, a very optimistic expectation in this type 
of industry. Actually the records will show that the local service carrier industry 
has not experienced anything close to an 8-percent return on its investment over 
the past 5 years. The profit, if any, is littke more than nominal. 

I point this out, not by way of complaint, but merely to emphasize the fact that 
moneys spent by the Government toward the futherance of local air service are 
moneys which are almost exclusively directed and applied to the benefit of the 
American public as a whole. 

If I may, I would like to comment briefly upon the reason that subsidy is 
required in the case of local air service. Trunkline operations are essentially 
long haul in nature; because of the heavy population centers involved an 
extremely heavy flow of traffic is produced. This extremely heavy traffic war- 
rants the purchase of very large aircraft which, per unit of productivity, are 
far more economical and efficient to operate than are smaller aircraft. When 
the capacity of such aircraft is greatly utilized, the revenue which it produces 
more than offsets the cost involved. Consequently, no subsidy is required in sup- 
port of that type of operation. Local service carriers, on the other hand, were not 
granted what would normally be considered heavily traveled route segments. 
They were authorized routes which enabled them to carry traffic between the 
smaller cities, and between the smaller cities and the metropolitan areas. 

It was believed by the Civil Aeronautics Board that the need of the citizen 
in the smaller Community for service to another smaller community or to a 
metropolitan trade area, and the need of a citizen in a metropolitan trade center 
for travel into the smaller communities in the general area are just as great 
and were entitled to just as much recognition in terms of air transportation 
service as was the need of the citizen in the metropolitan trade center to travel 
to another metropolitan trade center. It was believed by the Board that the 
availability of this type of service would facilitate and hasten the cultural and 
economic development of the entire area in which such service was provided. 

It was believed by the Board that the progress of the Nation required the 
extension of the benefits of air transportation to a greater and greater propor- 
tion of the Nation. The only real difference between this type of service and 
the type of service between metropolitan areas lies in the number of people 
using such service, not in the character or the need of the people themselves for 
such air service. 

The trunklines have the heavy traffic routes. The local service carrier has 
much less heavily traveled routes—routes that were not considered to be suffi- 
ciently productive for a trunkline type of operation. Operating less heavily 
traveled segments, therefore, the local service carrier cannot justify or properly 
utilize, for that matter, the larger, more modern, more economical aircraft used 
by the trunklines. 

Even using the famed and highly reliable Douglas DC-3, the local service 
carriers do not operate over such heavily traveled segments as will produce 
enough commercial revenue to meet the cost of providing the service. While the 
public has a great and growing need for this type of service, there is not yet 
enough of the public using it to meet the costs of the operation. This, then, 
leaves a gap between the amount of commercial revenues taken in and the cests 
required for the performance of the service. 

In the language of the industry, this is termed the break-even need requirement. 
The subsidy provided, then, to fill in that gap is therefore provided directly 
for the benefit of the public for which the operation is performed. 
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As the public’s use of such service increases, the subsidy for each passenger- 
mile carried is reduced. In Bonanza’s case, for example, in 1950 the subsidy 
was 11.52 cents per revenue-passenger-mile. In 1954 it was 4.81 cents per 
revenue-passenger-mile, or less than half of the 1950 figure. This clearly is 
proof of progress. It unquestionably demonstrates that the trend is in the 
proper direction. It shows quite simply that the cost to the Government of each 
unit of service actually used by the public is dropping at a very marked rate. 
When we look at Bonanza’s phenomenal increase in revenue-passenger-miles 
over the past 8 years, we see that an ever-increasing number of people are 
being benefited at lower and lower cost per unit of benefit. 

I feel I speak for all 14 local service airlines when I state to this committee 
that not one of us wants to be on a subsidy. There is not one of us that does 
not pray for the day to come when his airline is on a self-sufficient basis. There 
are many things that can be done and are being done to hasten that day. For 
instance, the removal by the Board of some of the completely nonproductive 
communities; the removal of many service restrictions which have outgrown 
their original intent: the further suspension of trunk carriers from what are 
obviously local service cities and routes. 

Permanent certification will do more than anything else to hasten the day 
of self-sufficiency. Today all local service Carriers are operating under a 
temporary certificate. We may know or hope that the Board will recertificate 
us for another temporary certificate but does the public in our areas? I would 
like to point out to the committee that the availability of air transportaion 
service to a community should be something that it can count on if it already 
has it, or can look forward to if it is not yet available to the community. 

Business, of course, necessarily relies on transportation facilities and the 
availability of air transportation to a community is very frequently one of the 
prime factors which attracts new business to that community. It is also one 
of the prime factors which enables a commercial organization in the community 
to widen the scope of its markets and, as you know, it is of tremendous benetit 
to the community when it places that community within the trade and distribu- 
tion orbit of a larger metropolitan area. It is, in other words, one of the prime 
factors in the economic development of a community. 

This, in turn, contributes to the economic progress of the general area, and 
the country asa whole. It is not the type of thing which can properly be relegated 
to a shifting or uncertain status. Generally speaking, it is something on which 
the inhabitants of a community should be entitled to depend and on which they 
should feel free to base their future plans. 

Where it has been demonstrated that communities need such service to the 
extent that they will utilize it to a reasonable degree, the establishment of that 
service should be fixed and certain. In such case, of course, the benefits of air 
transportation help the community to grow, with that growth the community 
in turn increases its use of the service and lowers the cost to the Government 
of that service. Where that trend is present, the question of the permanency of 
that service should be removed. 

Certainty itself in such a case will contribute materially to the progress of 
the airline providing the service, and if such service is one which the public 
ean confidently expect to be available in the future, the public will obviously 
tend more and more to build its plans on such service. 

By the same token permanency of existence will greatly enhance the ability 
of the carrier to secure equity capital for its financial needs at lower rates than 
under the present situation. It will also provide the employees of the carrier 
with a greater sense of job security. 

While permanency of certificate may be necessary to all qualified local service 
earriers for the above reasons, it is particularly vital to those carriers operating 
in regions of extreme isolation and/or servicing military installations. Bonanza 
is a good example of this statement. Although the area served by Bonanza is 
one of the fastest-growing areas in the United States in terms of population 
it is also one of the most isolated transportationwise. 

In granting to Bonanza the local service route which it operates, the Civil Aero- 
nautics Board in its wisdom not only took cognizance of the high level of economic 
activity in the area involved, but to a large degree anticipated a future economic 
development. In most cases, however, this development has been so notable 
that no one could have anticipated its full ramifications. Bonanza believes that 
it is contributing materially to this development. 

In many ‘nstances there is no adequate surface transportation between the com- 
munities se'ved by Bonanza. In many instances travel by any means other than 
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air is either extremely arduous or completely intolerable. In virtually all in- 
stances the availability of Bonanza’s air service provides substantial benefits in 
time and convenience. In Bonanza’s area of the country isolation is the rule 
rather than the exception. Distances between the cities are great, terrain is fre- 
quently extremely rugged and various extremes of climate are encountered. 

In most cases, air transportation is the only really acceptable means of travel, 
and the growth in trafiic over Bonanza’s route demonstrates quite clearly that 
this fact is being recognized to an ever-increasing degree. Communities that 
were otnerwise isolated and communities whose economic growth was stunted 
by the discouraging aspects of surface travel have, through Bonanza’s service, 
become a part of and contributed directly to economic prograss of the general 
area involved. 

I would like also to note briefly the national-defense aspects of local service 
and do so, of course, with particular reference to Bonanza. The local-service 
industry employs a great many people. For the most part these are highly 
trained, highly specialized personnel available at a moment’s notice for what- 
ever needs the national defense may impose. This is a very substantial reserve 
of trained and skilled personnel to have on hand in any national emergency. 
The local air-service industry also has in operation approximately 150 aircraft, 
largely multiengine DC—3’s available to the Nation in any emergency. Besides 
this, the local service industry has many million dollars invested in ground facil- 
ities and equipment which also could be geared to any national defense needs. 

Many airports in the Nation are now open and operating and available for the 
national*sdefense primarily because they are utilized at this time by the local- 
service carriers. This very substantial number of personnel and these very sub- 
stantial amounts of aircraft equipment and facilities can obviously make a ma- 
terial contribution to the national defense should the need ever arise. 

Bonanza is providing service to several defense installations. For example, at 
Hawthorne, Nev., Bonanza provides the only air-transportation service to what 
is one of the largest naval ammunition depots in the world. Bonanza also pro- 
vides service to Nellis Air Force Base through Las Vegas. Nellis is believed 
to be the only advanced jet-training center of its kind in the Nation, and is gen- 
erally conceded to be the busiest military airport in the United States. 

Also ut Las Vegas, Bonanza has carried a very considerable amount of traffic 
and freight in connection with the atomic tests conducted north of Las Vegas at 
Frenchman’s Flat. 

Through Phoneix, Ariz., it serves several highly active Air Force bases. At 
Yuma, Ariz., it serves the Yuma Test Center, which is gradually assuming the 
functions of the Aberdeen Proving Ground, being engaged in the testing of various 
top-secret defense weapons. 

Through El Centro it serves the Navy jet gunnery and combat-training center 
there and, of course, in and near San Diego and Los Angeles there are numerous 
defense establishments for which Bonanza’s services are available. 

It should also be pointed out that for purposes of decentralization or evacua- 
tion, the Nevada and Arizona areas continue to offer vast opportunities. It is 
believed that for purposes of evacuation from the heavily congested coastal 
regions, the Nevada and Arizona areas would logically be utilized. Air 
transportation to those areas from the coastal cities and between those areas 
would, of course, be of invaluable service. 

There also would appear to be a growing tendency to disperse some of the 
huge coastal industrial plants, utilizing the Arizona and Nevada areas because 
of their comparative safety behind the intervening mountain ranges. In this 
age it is apparent that such dispersal or decentralization will increase rather than 
decline. For that reason, too, these areas can be expected to play an ever- 
increasing role in the national-defense pattern, and therefore can be expected, for 
this reason alone, to have a still greater need for the air-transportation service 
provided by Bonanza. 

This is not only true of Bonanza, of course, but is undoubtedly true of many 
of the other local service carriers. Such a fact is inherent in the nature of the 
service, because these carriers take their service into the more distant, less- 
congested areas of the Nation, where the opportunities for expansion and safety 
are so superior. 

That the local service airline industry is here to stay is, I believe, not open to 
question. An industry that provides air transportation to 444 cities is an in- 
dustry that is providing a needed service to the American public. It has been 
suggested by some that the trunk carriers take over the local service routes and 
then absorb the subsidy. To my way of thinking this is a shortsighted viev’. 
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The trunks are converting to high density, high-speed aircraft for long-haul 
operation. To force them back in the feeder business would either mean tre- 
mendous expense in aircraft suitable for operation in many of the airports 
served by local service carriers or the elimination of a larger percentage of the 
cities now served by the local service carriers. It might well result in the trunks 
themselves going back on a subsidy, from which they have only recently rid 
themselves. 

The future of the local service airline industry looks bright. Actually, the 
local service air carriers provide the United States with its second echelon of 
air transportation. As far as Bonanza is concerned, I haven’t the slightest doubt 
as to its future in the airline picture. Its present routes are basically sound. 
It serves a territory of great isolation. It serves an area containing some of the 
Nation’s greatest defense installations. It serves 3 of the 4 fastest growing 
States in the Union, populationwise. Above all, it is showing a steadily in- 
creasing use by the public in the area in which it serves. 

Mr. Burr. I think that a great deal of the problems of permanent 
certification legislation have already been presented to you and [| 
thought I would only mention those things where Bonanza serves as 
an illustration of why they require permanent certification legislation. 

The first thing is, I think Bonanza provides an essential service to 
isolated communities in the West, and many of those are important 
defense establishments. The second thing is that over a 4-year period 
Bonanza has had the kind of record of traffic development and de- 
crease in subsidy that we think warrants recognition by permanent 
certification. 

First, I would like to explain a little bit about what kind of route we 
have. Bonanza starts at Reno, Nev. Then it goes down to Las Vegas 
Nev. Then from Las Vegas it goes south to Phoenix and from Phoenix 
it goes over to San Diego and then it goes north up to Los Angeles 
again. It is a route of some 1,200 route- ‘miles in the States of Ne vada, 
California, and Arizona. 

On March 26, 1955, we are going to open a new route segment which 
goes between Phoenix and Los Angeles by way of Blythe, and River- 
side, and with this new segment Bonanza will serve 17 cities in three 
States with routes of about 1,700 miles in length. 

This area that we serve is one of the fastest growing areas in the 
country, I think 3 of the 4 fastest growing States in the country. But 
it is also one of the most isolated areas transportationwise. Distances 
between the cities are great. Surface transportation is poor. There 
are very great extremes of climate, and so these cities with long dis- 
tances over the hot desert in many areas find that they are almost 
completely dependent on air transportation. 

That is true between even important cities like Reno and Las Vegas, 
where there isn’t very much surface transportation, or between Las 
Vegas and Phoenix, where there is virtually no surface transportation 
and these communities who are isolated by the lack of air transporta- 
tion come to depend upon it when a carrier is certificated in there. 
Businesses that are in these communities get closer to their sources of 
supply and to their markets and they can develop and they can induce 
any industry to come into the community if they have transportation, 
but there is very little hope of their developing, if they are as isolated 
as many of these smaller cities are in the West. 

Now, we believe when business relies on air transportation to the 
extent these businesses have, that it can’t be put on a catch-as-catch-can 
basis. They can’t be in the habit and then deprived of it, and our 
experience with these communities has been that if they get air trans- 
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portation, | they will use it. It is sort of a reciprocal thing. When 
they get air transportation they develop and attract businesses and 
the businesses grow, and when they grow, of course, that reduces the 
amount of subsidy that Bonanza requires. 

Now we also provide an essential service to defense installations in 
the area. You have all heard recently of the atomic energy experi- 
ments near Las Vegas and you know of the lar ge Air Force base near 
Las Vegas. I believe it is the largest jet base i in the world. And at 
Phoenix : and San Diego and Los Angeles, of course, there are enormous 
military installations, but there are three military installations that 
only Bonanza serves, nobody else. One of those is at Hawthorne, 
Ney., and the other fs at Yuma, where the Yuma Test Center has been 
taking over a lot of the functions of testing advanced military equip- 
ment that used to be performed up at Aberdeen. The third is E] 
Centro, which serves the Navy jet gunnery and combat training center 
there. So we have defense establishments all along the Bonanza route 
and we have three important ones that are only served by Bonanza. 

That is the nature of our route, cities that need transportation be- 
cause of great isolation in fast-growing areas and places where there 
is a lot of defense activity. W ell, we have been operating in that area 
since 1950 and during that time we have a record that we think war- 
rants the confidence of the Congress in giving us permanent certifica- 
tion along with the rest of the local service carriers. 

Since 1950, our service has virtually doubled; that is, we are flying 
about twice as many plane- miles over twice as many route- miles, and 
we are serving about twice as many cities as we were in 1950. 

This increase in service has brought the benefits of air tr: ansporta- 
tion to an increasingly large number of people. Between 1950 and 
1954, Bonanza’s revenue passenger-miles increased from 4,600,000 
revenue passenger miles to 17,400,000 revenue passenger-miles. That 
is an increase of about 400 percent and our mail and express and freight 
ton-miles increased about 500 percent. This tremendous increase in 
traffic in this area is, of course, a measure of the need for the service 
and it also demonstrates that the people of these communities will 
use the service if they get it. Also when we get this increasing use of 
service, it means that there is less subsidy payments required by the 
United States Gover nment. 

For example, during this period between 1950 and 1954, our load 
factors just about doubled and we are operating at a 49 percent load 
factor in 1954. Actually, in January of 1955—— 

Senator Monroney. Is that systemwide? 

Mr. Burr. Yes. 

In January of 1955, we had a 56 percent load factor which com- 
pares with a 42 percent load factor in January of 1954. That is a 
pretty substantial increase, and all of that is reflected in a reduction 
in your subsidy payments. 

Senator Monroney. May I interrupt you there? 

Mr. Burr. Certainly. 

Senator Monroney. Isn’t it a fact with feeder lines, and the large 
number of local stops that you make, that you would never be able to 
approach the load factor that you would have on a transcontinental 
run, for example, where you do not have to save seats for intermediate 
passengers boarding? You have the problem which even a trans- 
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continental line has with three stops, with some empty seats, because 
they are reserved for Nashville or Tulsa or Oklahoma City or "Phoenix 
that make it improbable even for them to reach the saturation of 
their seats, but with your number of stops and having to serve so 
many communities, it is an impossible factor to reach comparable to 
what the average for the trunklines would be. 

Mr. Burr, That is certainly true, Senator, that is why we think 
a 56 percent load factor with this kind of operation in the month of 
January is a pretty good load factor. We do have those handicaps. 
Well, this increase in load factor and increase in traffic have been 
reflected in a decrease in subsidy, of course. 

Our subsidy decreased from 11.5 cents per revenue passenger- -mile 
in 1950 to 4.9 cents per revenue passenger-mile in 1954. That is a 
reduction of well over half in our subsidy. We think that this demon 
strates that our trend is in the proper direction, our traflic is up and 
our subsidy down. 

Our progress would have been more substantial had we had per 
manent certificates. If we had been permanently certificated, the busi- 
ness communities could have relied on our being there. It wouldn’t 
be on an on-again-off-again- Finnegan proposition and they could have 
encouraged new businesses to come into that area to a greater extent 
than they did. It would have improved our own internal operating 
position. 

You have heard it would have improved our financing. We may 
have been able to get better planes. We would have had less em- 
ployee turnover. We would have had the opportunity to have our 
management concentrate on traflic development or cost control rather 
than spending a good deal of their time in Washington worrying 
about the renewal. 

So we have done a good job, but I think we would do a better one 
and we would reduce our subsidy faster if we would have permanent 
certification. 

Now, with the record that we have, where our traffic has gone up 
about four times and our subsidy has been cut in half, we thought we 
were candidates for permanent certification and we had a case up 
recently where we asked the Board to permanently certificate us. On 
January 25, 1955, the Board issued an opinion and it renewed our 
certificate until December 31, 1957. Since this decision isn’t effective 
until March 26 of this year, that means we have a renewal of about 
2 years and 9 months. 

We hope that we are more persuasive in convincing this committee 
that our certificate should be permanent. We feel that this record 
justified a longer extension and we shouldn’t have been put through 
the ordeal quite so quickly, and if you do that, if this legislation passes, 
I think it will reduce the subsidy, and I think it will give the com- 
munities in this area a feeling that air transportation is here to stay, 
but above all, I think it will be a recognition by the Congress and by 
this committee that this air transportation has a place in America 
today and we will be able to go ahead and do the kind of job that you 
have every right to expect that we will do if this legislation is passed. 

Senator Monroney. Thank you very much. 

Senator Schoeppel ? 
Senator ScHorrret. No questions. 
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Senator Monroney. Senator Bible, I believe this serves your area. 

Senator Biste. Senator, I want to compliment and commend Mr. 
Burt on his very able presentation on behalf of Bonanza Airlines. It 
was my pleasure and privilege to have gone through the first hearing, 
as well as the renewal hearing, and I believe if any one airline desires 
permanent certification on the basis of a fine record of growth and of 
achievement and of pulling the isolated parts of the State of Nevada 
and parts of Arizona and California into close network, it is Bonanza 
Airlines. 

I want to compliment Mr. Converse, the president of Bonanza, for 
his foresight in coming into our State, and from a meager airline 
serving only Reno and Las Vegas, expanding it so that it now serves 
Arizona and southern California, and the very important places that 
you have mentioned in your presentation. 

I believe that it is a good case history for permanent certification. I 
certainly see no reason at all why, asa result of your last hearing, the 
certificate should have been made for such a short period of time. 

Senator Monroney. Would you tell the committee what you esti- 
mate the cost of the renewal proceedings run for Bonanza? 

Mr. Burr. Well, it is somewhere between fifty and a hundred thou- 
sand dollars. I just do not have the figures, but the estimate seems 
reasonable to me. 

Senator Monroney. It is hard to break down the time of the execu- 
tives and the loss of their services to the regular day-to-day operations 
of the system ? 

Mr. Burt. That is what hurts. That is what you really can’t tell. 
You can break down your out-of-pocket expenses, but how much more 
traffic we would have had if our executives had been in Nevada instead 
of Washington, D. C., it is just hard to say, but it would be substantial, 
I think. 

Senator Brste. Mr. Burt, have you had one or two renewal hearings ? 
I am not clear on that. 

Mr. Burr. Well, we had one original case when we got our exten- 
sion. We had one extension between Phoenix and Los Angeles and 
one renewal, so we have been renewed once, I would say 

Senator ScHorrret. Have you got a good operating record from 
a safety standpoint ? 

Mr. Burr. A perfect safety record. 

Senator Bratz. That is an interesting factor, a 100 percent safety 
record. 

Mr. Burr. We have never had an accident. We always knock on 
wood when we say that. 

Senator Monroney. With the resort business growing so rapidly in 
the great State Senator Bible has the honor to represent, speed of air 
transportation is vital to that continued growth. 

Mr. Burr. We think so, and I think our record shows so. 

Senator Monroney. It would take 24 hours, or something like that, 
for people to reach those points from outside the State. 

Mr. Burt. Yes. 

Senator Monronry. Is there any other feeder representative we are 
to hear? 

Mr. Froperc. Mr. Bez was to be here. He was taken ill in Chicago. 
We hope he will be here Thursday. 
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Senator Monroney. Very well. We will take him, then. There 
are no other feeder people available. We have two witnesses who 
asked to be heard. The bill is not at the present time before the 
committee or referred to this committee by the full committee, on the 
certification of other than feeder airline service, but in order to ac- 
commodate the gentlemen who are here to appear as witnesses, we 
would be glad to have statements from Mr. Robert L. Cummings, Jr.., 
president of New York Airways, Inc., who represents the helicopter 
service between the metropolitan airports. 


STATEMENT OF ROBERT L. CUMMINGS, JR., PRESIDENT, NEW 
YORK AIRWAYS, INC. 


Mr. Cummincs. Senator Monroney, gentlemen, members of the com 
mittee, my name is Robert L. Cummings, Jr. I am president of New 
York Airways, Inc., which, as you gentlemen know, is engaged in the 
transportation of passengers, mail, and cargo by helicopter in the 
New York metropolitan area of New York, New Jersey, and Con- 
necticut. We are regularly certificated by the Civil Aeronautics 
Board in the same way as Bonanza or American or any of the regularly 
scheduled airlines. 

At the outset it must be understood that we do not take any exception 
to Senate bill 651 which is being considered by this committee, provid- 
ing it is made clear that its provisions are applicable to the helicopter 
airlines. In fact, we believe that this bill constitutes proper 
recognition and support for an important and difficult assignment. 

As I read this bill, it includes all regularly certificated carriers 
engaged in local air service and does not purport to discriminate 
between carriers solely by virtue of the type of equipment employed. 

Indeed, but for the history of predecessor bills introduced in Con- 
gress, I might well not be here today. However, you undoubtedly 
know that in the last Congress there was a bill favorably reported 
upon by this committee which, on its face, did discriminate against 
the helicopter carriers. Also, there has been another bill introduced 
in this session of Congress which by express terms excludes helicopter 
carriers from sharing equal opportunities with the fixed-wing carriers 

In view of this apparent discrimination, I felt that it was most. 
important not only for the future of my company, but for the future 
of helicopter transportation in general, that I present to you for your 
consideration the point of view of a helicopter carrier. 

I am not here to ask for favors. I am here only to urge upon you 
that, so far as this bill is concerned, helicopter transportation be 
treated in the same way as fixed-wing air carriers are treated. For 
reasons which I will outline below I consider the worthy objectives 
sought to be accomplished by S. 651 are as applicable to helicopter 
operators as to fixed-wing operators to qualify under the bill. 

As I understand it, the bill under consideration recognizes that 
local air service has become an integral part of the overall transpor- 
tation system of the United States. Is there really any question but 
that helicopter transportation is also a local air service in this sense, 
and that it too is here to stay? I believe that New York Airways is 
demonstrating again what the Army, the Navy, and the Air Force 
have clearly shown in Korea, namely, that helicopters have a perma- 
nent role in air transportation. Not only has it been proven that 





4 
4 



































‘1 


Se tne ee 


Redes 


5 


a 


$ 
a 
¥ 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 103 


helicopters are a vital adjunct of the armed services in a national 
conflict, but also, I believe, that helicopters will continue to be more 
and more important in civil defense and in local air service 
tré unsporti ition. 

If I might divert for a moment, I would like you to imagine with 
me what the case would be in a metropolitan center in the case of a 
disaster resulting from a hydrogen bomb or atom bomb if there were 
no helicopters. ‘I don’t think I need to labor that point. I think we 
all understand it very well. 

Can anyone urge that, as the helicopter develops as an increasingly 
efficient piece of equipment, it has no place in solving the transpor- 
tation difficulties of a large and evergrowing metropolitan area’ If 
New York Airways has done nothing else, it has certainly demon- 
strated the utility of this type of transportation. 

There are already plans for greatly improved and more efficient 
helicopters, and no one can forese e at the present moment just how 
far these developments will go. History has shown how rapidly tech- 
nological improvements are made. 

In the First World War the fighter plane was the Jenny. Today 
it is the Sabre Jet, and that is not too long a space of time. 

Once my basic assumptions—that is, that helicopter transportation 
is local air service and is a permanent fixture of air transportation- 
are accepted, then I submit that all the reasons heretofore advanced 
to support the passage of Senate bill 651 for the local fixed-wing car- 
riers are equally applicable to the helicopter carriers. 

As I understand it, the bill is designed to accomplish the following 
results: First, it will tend to minimize the uncertainty as to the con- 
tinued existence of carriers that operate only under a temporary 
certificate. Second, it will eliminate, to a certain extent at least, the 
substantial expense incurred by the carriers in obtaining renewal of 
temporary certificates. Third, it will make it possible ‘for manage- 
ment to devote a greater part of its energy in increasing the efficiency 
of the carriers’ operations. Fourth, it will increase the public confi- 
dence in the service offered and will thereby produce greater use by 
the public of these services. Fifth, it will make it easier for the car- 
riers to obtain private capital. Temporary certification has been, in 
the past, a handicap to the carriers’ obtaining needed capital. 

I can assure you, gentlemen, that each and every one of these argu- 
ments, supporting the passage of this bill, are equally applicable to 
the inclusion of the helicopter carriers. 

I believe that the exclusionary provisions in the earlier bills were 
inserted because of lack of information. I am afraid that we, in the 
helicopter business, must assume full responsibility for not having 
presented to this committee the points of view of the helicopter car- 
riers. I can only plead, in partial mitigation of our failure to have 
availed ourselves of the opportunity to be heard previously, that we 
were satisfied with the bills as presented until at the very end the 
exc lusionary clauses were inserted. 

I wish to reemphasize the fact that I have no quarrel with this pres- 
ent bill. What I am concerned about is that the history of similar bills 
will come to haunt the helicopter industry in the future. If this com- 
mittee will make it clear that there is no intention or desire on its part 
to work an injustice on a struggling and rapidly developing, vital 
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scheme of transportation, I can assure you that we will have no com- 
plaint. 

I believe that New York Airways can qualify under this bill. If 
New York Airways can qualify, then why should it not be permitted 
to do so? 

Mr. Chairman and gentlemen of the committee, I appreciate very 
much your courtesy in giving me an opportunity to be heard. If you 
have any questions, I w ill be only too glad to answer them to the best 
of my ability. 

Senator Monroney. Do you have any figures on your operation or 
passengers carried, route miles flown, load factors, ‘anything such as 
you probably heard given here? 

Mr. Cummings. Yes, sir. We fly actually about 1,500 miles a day 
on a scheduled basis. We are carrying passengers at the rate of about 
a thousand a month. We have a load factor between the 3 airports 
of between 50 and 55 percent. Our overall load factor including the 
outlying communities—in that category for this purpose we include 
Trenton, which is the capital of New Jersey, and which probably 
wouldn’t appreciate being called an outlying community, our overall 
load factor for December was 41 percent. 

We also fly up to Nyack and Pearl River. 

Senator Monronry. You don’t have a route map? I wish you 
would introduce one for the record. 

Mr. Cummines. Well, I have a table here which has a route map 
on it. The heavy line represents our passenger service presently 
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the Railway Express Agency which is doing very well. In the month 
of December we carried one-hundred-fifty-thousand-odd pounds of 
express under that agreement. We believe that our load factor, which 
during the course of 1953 was about 34 percent, should during this 
current year go up to about 40 percent overall and should maintain 
between the 3 airports, which are terminal points, better than 50 
percent, which it is running at right now, and these being the lowest 
in the airline industry, we are rather pleased with that. 

We believe if we had higher frequency we could do even better. 
We run 17 schedules a day between the 3 airports, right around the 
clock. The passenger service for economy reasons stops at about 11 
o'clock and doesn’t start again until 7 o’clock in the morning. 

Senator Monroney. At one time you were engaged in the transpor- 
tation of mail to the downtown post office; were you not 

Mr. CuMMINGs. No, sir; we have not as yet cbtained a heliport in 
Manhattan. However, as things now stand, I believe we will have 
1 within the next 3 to 6 months. The problems there are multiple in 
that there are many agencies, including city, State, and Federal in- 
volved. Those are very close to being solved. 

The port authority and the city we today having a meeting which 
should come up with a result such as I described. We have an under- 
standing with the post office that they will give us mail on the service 
that we will operate to a heliport which will be located within about 
® mintues of the post office and will be useful not only for our 
present equipment, but for the larger equipment which the manu- 
facturers advise us will be certified and available in small numbers 
for commercial use during 1956. There are two such pieces of equip- 
ment, incidentally. One is produced by Sikorsky and the other is 
produced by Piasecki. 

Senator Monronry. Would this proposed heliport provide for 
commuter service as well? It wouldn’t do a man from Stamford 
any good to get into LaGuardia unless he was catching a plane, where 
if you had av vailable commuter service to downtown New Y ork, would 
that be a profitable venture? 

Mr. Cummrineos. Well, I think it would be. I don’t think it would 
be immediately. 

Senator Monronery. Is that anticipated? 

Mr. Cummrines. Yes, it is. We believe beyond any shadow of a 
doubt that the need for the service between the three airports has 
been proved. We don’t think there is any question about that. As 
to the service to other points within our certificate, with the exception 
of White Plains and Trenton, and ultimately to Bridgeport when we 
can fly at night, we believe that we need flexibility and we want to 
find out exactly what the traffic requires, where the interest of the 
public service lies. 

Senator ScHorrreL. How many years have you been operating, 
two? 

Mr. Cummrnes. We have been operating 2 years and about 6 
months, Senator. We started operations October 16, 1953. 

Senator ScHorrret. What do you charge for passengers between 
the airports ¢ 

Mr. Cumminecs. Between LaGuardia and Newark, $9.50, between 
LaGuardia and Idlewild, $4.50. 

Senator SCHOEPPEL. What i is the time element? 
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Mr. CummMrnecs. In our helicopter it takes about 20 minutes to 
go from LaGuardia to Newark. By surface, particularly at rush 
hours, it can take up to 2 hours. We have coined a phrase in which 
we express that result by calling it a surface factor, the ratio between 
our time and the comparable surface time, and on those routes there 
is no question about the heavy public demand. Those are the inter- 
airport routes that we are talking about. If we ran a schedule every 
15 minutes, I am sure that we would have a substantially higher load 
factor than the 50 or 55 percent that we are running right now. 

Senator Moronry. How many helicopters do you ffy ? 

Mr. Cummrines. We have 5 Sikorsky S—55 helicopters which cost 
us at the outset $150,000 apiece. 

Senator Monronry. How many passengers? 

Mr. Cum™ines. The seat capacity is seven passengers, but it varies 
with the gasoline load and the mail load. It is a small ship, but the 
ships coming up next year will carry between 12 and 18 passengers. 

Senator Monroney. As well as baggage ? 

Mr. Cummines. That is with baggage. 

Senator Monroney. Your 7 or 8 passengers is with baggage? 

Mr. Cumm™ines. It is 7 with baggage, but with a headwind between 
LaGuardia and Newark, it is much more likely to be down to 6. 

Senator ScHorrreL. What is your safety record ? 

Mr. Cummines. We have flown approximately 18,000 hours without 
any problems at all, sir. We have 110 employees. We are getting 
about 4 hours a day utilization out of each piece of equipment, which is 
limited not by mechanical problems but by scheduling problems and 
the consequent requirement of subsidy. 

Senator Monroney. Do you have to come in on the air beam and 
under the control tower direction, or are you allowed to slip into 
the corner of the field or something ? 

Mr. Cummrnas. I would hesitate to say that we slip into the corner 
of the field. We keep the tower advised where we are as to each 
of the respective fields in the zone, but we have no problems about 
stacking up or being held for takeoff. I think the maximum delay 
we have had because of congestion was 2 minutes. 

Senator Monroney. You don’t fly in instrument weather, though ? 

Mr. Cummines. No, sir. Our minimum rules are about the same as 
the fixed-wing carriers. 

Senator Monronry. Do you fly over New York City proper or 
down the river ? 

Mr. Cummrnas. No, sir, we fly over Central Park. We are on the 
verge of purchasing some flotation gear so that we will have the 
minimums lower and the utilization higher, and then we will fly down 
the river. 

Senator Monroney. You will have pontoons, for example? 

Mr. Cummines. Yes, we have bags now that would blow up to pro- 
tect such a happening. The passengers would get wet to their noses, 
I think. The crew would be all right. 

Senator Monroney. Any questions ? 

Senator Brstx. What kind of certificate do you hold now? 

Mr. Cummings. Senator Bible, we hold a temporary certificate; 
our certificate was granted on March 13, 1952, and is up for renewal 2 
years from right now. We have an area certificate which is a peculiar 
sort of certificate in that it gives us the right under an exemption order 
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to experiment with the routes, if you like, to alter them as the public 
demand and the service requires. There are terminal points desig- 
nated. Three of them are LaGuardia, Idlewild, and Newark, and 
Trenton and Bridgeport, the ones we are serving now. 

Senator Brsite. You obviously have never been up for renewal 
because you are still operating under your original certificate. 

Mr. Cummines. That is right. 

Senator ScuorrrenL. Mr, Chairman, I understood—I don’t mean to 
be an authority on this as to the complete accuracy of the statement— 
that the CAB has given you a rather broad approach to your problem 
because you are re ally experimenting on this with the definite thoughts 
of coming before the Board to show the results of your progressive 
de velopment and how it has operated. 

Am I correct in that assumption or do you feel that you have been 
somewhat unduly restricted in your activities so that you might not 
make as good a showing if, as and when you want to expand this 
service ¢ 

Mr CumMInN6s. Our service at the moment is directed at tying in 
the communities in the metropolitan New York area that I have 
described to the fixed-wing airlines of the country and of the world. 
Actually, we take passengers to and from these airlines, meeting 
them at the airports, and t: aking them aw ay from the airports. 

The Northwest consolidated-fare arrangement that has just been 
implemented seems to me to represent exactly what the future of 
the helicopter in this particular area should be. Now, there is in 
the air considerable flexibility, and I think the Civil Aeronautics 
Board was very wise in giving us what is termed an air certificate. 
It is not exactly that because it comes out with an exemption order 
that makes it about like that for this purpose, but within that we 
have in my judgment proved beyond any reasonable doubt, any pos- 
sible doubt, the public demand for the service between the 3 airports, 
and 1 or 2 other points within this certificate, and that is why I am 
here today, because I am afraid that if this bill is passed with any 
exclusionary provisions which tend to separate out the helicopter, 
we will have great trouble in maintaining the high degree of public 
confidence which we today have. 

Actually the bill, S. 651, on its face would not require any amend- 
ment at all, just as long as the history of other bills wasn’t considered 
an interpretation of it. In the light of the history of other bills, 
however, we do think that there ought to be a minor modification on 
the top of page 2, the third word. Between the second and third word 
you ought to say “including helicopter service.” 

Senator Monronry. That would require, would it not, the way the 
bill is drafted, the automatic certification permanently under grand- 
father clause, the certification of all helicopter service now in exist- 
ence ? 

Mr. Cummrinas. To the extent we qualify for it under this bill. 

Senator Monroney. Well, as willing, able, and fit to do it which 
would bring about this Los Angeles operation, which is merely to the 
downtown post office. I don’t think it is a passenger service. . It 
would bring about the certification of the Miami Beach-Miami service, 
and the C hicago airport to downtown service, and that carte blanc he 
grandfather clause I would question whether the committee, speaking 
personally, would be willing to go along with, not that we would 
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exclude from permanent certificate of helicopters at some dates that 
hearings are held, but I don’t believe you could put it on all fours with 
the operation of some 6, 8, or 10 years’ duration under which the 
feeder lines have earned their spurs. 

Mr. Cummines. Senator Monroney, in the bill in question, 651, 
there is a proviso beginning on line 14: 

Provided, That the Board in issuing the certificate is empowered to limit the 
duration of the Certificate to those intermediate points which have over a reason- 
able period of time—— 

Senator Monroney. That doesn’t get to the point I am making, in 
which we would be bound under your theory to certificate every heli- 
copter line now in existence under the grandfather clause, whereas 
I know nothing about the service between Miami airport and Miami 
Beach, for example. I don’t know what the comparability is between 
the service that could be rendered by fast surface transportation of 
mail between Chicago airport and downtown, and many other 
features. 

I think you are about the only one that is carrying passengers to 
any degree at all, are you not? 

Mr. Cummines. Los Angeles Airways started a passenger service 
on November 22, I believe, between Long Beach and the airport. 
Otherwise, their service is mail. 

Senator Monroney. In other words, you would presume to ask us to 
do for the helicopters generally throughout the country that which we 
are interested in doing after some 6, 8, or 10 years of careful study 
and trial and error on the part of our fixed-wing operators, which are 
not in their routes comparable to that route served by your helicopter 
service. In other words, I personally have no strong feeling one way 
or the other that the continuation of your licenses to test the feasibility 
would be highly desirable, but I still think you would be asking a most 
unusual thing of this committee to certificate for passenger, freight, 
and express under the grandfather clause all of the helicopter opera 
tions now in existence. 

Mr. Cummincs. I don’t believe that would happen, Senator Mon- 
roney. 

Senator Monroney. As I understand the bill, that is exactly what 
we do in this grandfather-clause operation. 

Mr. Cummines. Well, I think in order to qualify, the carrier has to 
have been in the business of carrying passengers, cargo, and mail 60 
days prior to the passage of this bill. 

Senator Monronry. Well, that would include the helicopter car- 
riers almost anywhere, except perhaps the Chicago operator. In 
other words, it is not our idea that we are just going on a 60-day trial. 

Mr. Cummrines. I understand. 

Senator Monroney. I think you would be expecting a very unusual 
action by Congress on that basis to put that on the same footing as 
you do the feeder airlines that have been operating over a long period 
of time, and over vast mileage routes. 

Mr. Cummines. W ell, what disturbs me, perfectly frankly, Senator 
Monroney, is I don’t understand how the distinction is ms ide het w een 
our operation, say between the three airports. Is it because of equip- 
ment? I don’t think that can be. 

Senator Monronry. We have no question of equipment. I think 
it is a different type of service that we are talking about. Yours is a 
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service of a convenience but not over the miles of isolated areas that 
have no other form of transport ition or interconnection, and you are 
asking for a permanent certific ation, apparently, on a basis which 

| don't think, in the light of experience, we would be justified in 
including in this bill. 

Mr. Cum™ines. Well, I agree that we don’t serve communities, 
as such, that don’t have any other sort of service. ‘There is no ques- 
tion about that. But we do fill a very substantial public need, to 
the extent that the air express people are paying us to carry express 
from several of the points on our route here, on the theory and 
based upon the fact that it expedites that express by from 12 to 24 
to 48 hours. 

Similarly, with the postal service, and similarly with passengers 
who are trying to make quick connections from these areas. 

Senator Monroney. I don’t question the value experimentally at 
this time, or even for highly speedy transportation, interline serv- 
ice of mail and express, but even by your own route structure here 
you are asking for or proposing in the near future to expand or to 
try out new sources of route structure which largely over the period 
of years through trial and error have been worked out by the feeders 
under consideration here. 

Mr. Cummines. I believe that if we were considered to qualify 
under this bill, or to be eligible to qualify under this bill, that we 
would have a permanent certificate for the routes between the air- 
ports and possibly to White Plains and down to Trenton. The rest 
of it, I agree with you, would be on a continuation of the temporary 
basis. I think it will do us a grievous damage if we are separated 
out this way. 

I understand your point, of course. 

Senator Monroney. Well, of course, this is a feeder airline bill. 
This is exactly what the bill was introduced to accomplish. We 
have tried our dead level best to take up this subject, without being 
derogatory toward helicopters. That is a minor vos in the air- 
transport picture at the moment, and one that I don’t believe has 
been fully analyzed on at least a recertification through which most 
of these feeder lines have at least undergone one examination, and 
modification of route structure, and different things of that kind, 
whose equipment has largely been firmed up at least on a 21-seat 
basis, whereas yours is on a 7-seat basis, and may sooner or later 
get to a bigger plane that may be more economical. 

Me: asured i in the light, as I understand the subsidy cost, of 24 mil- 
lion per year for the extreme farflung mileage, and T can’t get exact- 
ly what it is, but I know it would be well in excess of hundreds of 
thousands of miles—do you have that, Mr. Floberg ? 

Mr. Frosera. Yes, sir; I do have that. It would take a moment 
to get it. 

Senator Monroney. Costing some 24 million, where if I remem- 
her correctly, the helicopter subsidy runs in the neighborhood of 3 
million plus for the limited service we have at 4 airports, and to 
serve downtown and intermediate stops, I think we would be a lit- 
tle bit premature if we made this bill apply to all helicopter serv- 
ice in existence under the conventional grandfather clause. 
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[ am merely speaking for myself. I don’t know about the rest. 
But I think I should be fair enough to tell you exactly what I think 


about this, not that we would bar the permanent certification, nor 


do I think we should bar permanent certification in any bill, but | 
think the test in any subsequent legislation would be the soundness, 
the working away from subsidies “and the progress that has been 
shown by the other groups that have been under the test for a much 
longer period. 

Senator ScHokEprer. I might say, Mr. Chairman, the reason | 
asked some of these question on your type of service, is that you have 
shown by your schedule here, and your timetable, and what you 
charge, and your safety record, this is new, and I am not going to sit 
here and say for a minute that this thing isn’t going to expand. It 
unquestion: ably is. But for the instant moment, the bill before us, 
Senator Monroney has definitely pointed out, I think with almost the 
isolated instance of a passenger service here in your area in New 
York, and possibly one other section of the country: I understand _ 
Angeles is going to experiment shortly, around the first of the yea 

If they have gone into it by November they have probably sapulised 
by 30 or 40 days what they forecast some time back. 

It would be asking the Congress to go a long ways to grant these 
rights that are asked for in this bill with reference to the other type 
of air transportation. 

Very candidly, I am afraid you would run into a whale of a lot 
of difficulty on a selling job; I am trying to approach this mathe- 
matically, openmindedly, because it is a new type of transportation, 
and certainly great pur pose has been demonstrated in Korea and other 
places. The future of it I will not guess, as to where it is going to 
go, but I would want the CAB during this experimental operational 
time granted to permit as much leeway as it possibly could to get the 
greatest possible historical data before us, because I firmly believe 
we are going to have to deal with it and I had hoped—I will be very 
frank with you, and I think you are entitled to know—I had hoped 
that we could deal with that on a separate approach where we could 
go into it and have much greater opportunity to make a record and 
approach it in the most fair manner possible in expanding of this 
thing rather than to freeze it possibly at the present time. Now, I 
don’t know. 

I have not said it very well, but I am hesitating somewhat. I think 
that if we put it in the same category that these feeder lines are 
in, it would be going too far, because we could not support it. Maybe 
Iam wrong. I do not know. I mean I do not believe that we could 
obtain the ‘support for it that, in frankness and fairness, maybe in 
your instance, for your New York area you could show, but in a 
lot of these other sections we could not show and we do not have the 
historical background, the record on it. That is personally the way 
I feel about it at the moment. Yet I am glad to have it in this 
record here. 

It has an integral part here, certainly, for some future observation, 
and more than that, for future determination by this committee, as 
we will pr obably be called upon. 

Mr. Cummrines. Well, I am very grateful to the committee for tak- 
ing this time with me and listening to my statement. No one in this 
room, I am sure, wants to damage the helicopter as it develops. We 
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were sincerely afraid from the various pieces of legislation that have 
been drafted and proposed, that such damage would result, and that 
is our primary reason for being here. 

I am sure if I have made any impression at all, and I think I have 
because you have been extremely interested, | am sure that you have 
no intention to do that, and will give this as much consideration as you 
feel you can. 

Senator Monroney. I believe that would be the intent of the whole 
committee, to give it all the consideration we can. However, in all 
frankness, we must admit that as far as I am personally concerned, it 
does not come in under the same basis of past experience and long-time 
testing and the route miles flown as the subject matter now before the 
committee does. 

We are here on an entirely different type of service than that which 
you bring about. Perhaps ‘the total passenger load one of these days 
around highly congested areas may be terrific in the helicopter field, 
far exceeding that of the fixed-w ing operators serving smaller points. 
But I would hate to see this bill incumbered, and that is the way I 
feel it would be by automatic certification under grandfather clauses 
of what apparently, I believe, was at least intended on an experi- 
mental basis to test the feasibility, operational and tradewise of the 
helicopter operations. 

Mr. Cummrines. Well, I will make this one closing remark. I 
appreciate your patience very much. I will just call your attention to 
the record of progress that our little company has made in the course 
of its existance. We have exactly the same problems that have been 
presented here by the fixed-wing feeder lines, all of them. I won't 
vo over them again. 

I have already enumerated them once in this piece of paper. They 
have been enumerated several times in their pieces of paper. 

Senator Monroney. But you must admit they have been through 
theirs for a great many years and have had to live with it, whereas 
thisisa relatively 2 2- or 3-year duration. 

Mr. CumMinGs. Well, the operation on the west coast actually 
started operation before 8 of the 14 feeder lines, or at least it was 
certificated before 8 of them. I do not know the exact date that 
operation was undertaken. So it isn’t quite as new as it might other- 
wise appear to be. 

Senator Monroney. But passengerwise they are just now getting 
into the field. It has been strictly air mail and air express and p: arcels, 
has it not? 

Mr. Cummrines. That is right. 

Senator MonroneEy. Did you have any questions? 

Senator Brste. Nothing further. 

Senator Monronry. We do appreciate your coming here. Did you 
have the total mileage written ? 

Mr. Fiosere. In answer to your question, Senator, the local service 
airlines have about 27,000 route-miles on their routes. Last year they 
flew about 461 million revenue passenger-miles. That figure, 461, 
compares with 475 million passenger-miles that all of the trunk air- 
lines flew in 1938, the year they were ee certificated. 

Senator Monroney. May I ask, Mr. Cummings, that any figures 
you may wish to present as to your load a tors, your route-miles, your 
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revenue passenger miles, and your freight and mail would be welcome 
and we would be happy to receive them and incorporate them in our : 
hearings. 

Mr. Cummines. Thank you very much. We will do that. 

Senator Monroney. Thank you. 

There are no further witnesses here. The committee will then 
stand in adjournment until Thursday morning, at 10 o’clock, at which 
time the present witnesses will be the members of the Civil Aero 
nautics Board, and the other witnesses which were not heard. 

(Whereupon, at 4:40 p. m., the committee adjourned to Thursday, 
February 24, 1955, at 10 a. m.) 
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THURSDAY, FEBRUARY 24, 1955 


Unirep Staves SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D.C. 

The committee met at 10 a. m., in room G—16, United States Cap- 
itol, Senator A. S. Mike Monroney presiding. 

Present: Senators Monroney, Bible, Schoeppel, and Payne. 

Senator Monronry. The Subcommittee on Aviation will come to 
order. Weare considering bill S. 651, a bill to permit the permanent 
certification of local service airlines, and today we have invited mem- 
bers of the CAB to come up and give us their views on the matter. 

We would like to hear from the acting chairman of the Board, 
the Honorable Chan Gurney, at this time. “I would si ry that we would 
like to have the chairman proceed in his own way and after that, if 
the other Board members would be good enough to supplement or 
draw any fine lines of distinction of ‘their own observations, it will 
be very helpful in this matter because, after all, the Board is very 
familiar with this problem. The feeder lines are the product of the 
forward-looking policy of the CAB, and I think each member of the 
Board would eee ably, in his own personal capacity and experience, 
be able to add something to the hearings. We are not asking the mem- 
bers to prejudice themselves in any case or on any indiv idual petition 
before the Board, but we are looking for all of the information that 
we can have on this very important issue. 

We appreciate your coming up, Mr. Gurney, and you can proceed 
in your own way. 


STATEMENT BY HON. CHAN GURNEY, ACTING CHAIRMAN OF THE 
CIVIL AERONUATICS BOARD 


Mr. Gurney. Well, thank you very much, Senator Monroney and 
Senator Bible. The Board was the father of the local service lines, 
and through the period of development we feel that the local service 
lines are sort of members of the family. They fathered the local 
service lines in 1944. I believe that was when the first certificates 
were given out, and it was our idea, the Board’s idea, because I was 
not a member at that time, the Board’s idea of creating these local 
service carriers and carrying forward the mandate that Congress gave 
the Board to establish air transportation. 

Now, because they were fathered by the Board, it is something like 
bringing up a family. In their formative years they are expensive. 
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We feel that many of the local service carriers are up in high school] 
7th or 8th grade, or something like that. Others are in college, 
some of them about ready to graduate. 

The lécal service lines have come and gone, gone forward and gone 
backward. It is just the same problems that you have in raising a 
family, but by all means the family stays with you, and you want to 

see them graduate finally. 

We want permanent certificates for these local service lines. The 
majority of us think that permanent certification, by legislation, of 
the 14 carriers that we now have with us is not the way to get it. On 
the contrary, we think that granting 14 monopolies would hurt local 
service. It would be bad for the carriers and would raise their costs 
of operation. 

We don’t want this to happen either to the local service carriers or 
to the communities which they serve. 

Well, today - are considering bills before this committee and be- 
fore Congress, S. 651, 1081, and section 17 of S. 308. 

Senator MoNnRONEY. Actually, Mr. Chairman, we are considering 
S. 651, the bill that deals only with the permanent certification of the 
feeder lines. There has been general agreement of the committee, 
while there are other bills before us involving other matters and some 
were joined in the bill last year, that it is the hope of the subcommit- 
tee, and I believe the feeling of the full Committee on Interstate 
and Foreign Commerce, that we take them one at a time, because of 
the transcendent importance of this one issue of feeder lines. 

Later on we will be examining the different bills separately, and 
we will deal with the certification of your freight carriers or heli- 
copters or other service, but we want to keep the bills divided. 

Mr. Gurney. Well, thank you very much. Well, the Board’s rea- 
sons for their position may be summarized as follows: I am now turn- 
ing to my prepared script here. 

Permanent certification would lessen the incentive which these 
carriers now have to increase their revenues and hold down their 
costs ; 

It would make more difficult the improvement of the route sys- 
tems of the several carriers; 

It would saddle the Government with an annual subsidy bill of 
over $20 million for the indefinite future ; 

The proportion of subsidy to total revenues is still too high (an 
average of 47 percent) to warrant permanent certification “of all 
sarriers in the group. 

On March 22, 1943, the Board issued an order authorizing investi- 
gation into the general problems concerned with extending air trans- 
portation to additional communities and localities in the United 
States. In July of 1944 the Board issued its opinion and order an- 
nouncing that it would proceed with the local service program. It is 
quite illuminating to review what the Board then said, because it 
forecast. with remarkable precision what the problem areas would 
be in this field. 

The Board there stated, and I quote from the Board’s opinion as 
published in 6 CAB at page 2: 

The examiners found that the traffic potential at small cities is not encouraging, 


and that the cultivation of this potential at a reasonable cost to the Government 
and the traveling public will be possible only by taking advantage of every possi- 
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ble economy in each of the component elements constituting a sound transporta 
tion service. The record substantiates the examiners’ finding in this respect. 

In connection with this relatively low traffic potential, we believe it is de- 
sirable to emphasize constantly the fact that in attempting to develop this 
potential, local air carriers will be competing with the most highly developed 
rail and highway transportation systems in the world. The highway system not 
only provides a network of motorbus lines, but also the roadway for the private 
automobile. We must assume that this vehicle will continue to carry the vast 
majority of all short-haul passengers, as in the past, and perhaps increase the 
proportion somewhat after the war. The further development of these surface 
systems will also be intensified with increased emphasis after the war, and they 
will also reap the benefits of technical developments and improvements. These 
systems have their greatest utility in short-haul services. 

The airplane, on the other hand, has had its greatest utility in the longer 
distance transportation market. ‘%a this market its outstanding characteristic 
of high speed gives it a great competitive advantage, and permits the fullest 
exploitation of its inherent characteristics. But this inherent competitive advan 
tage diminishes sharply, with conventional type aircraft, as the length of the 
trip is reduced. Even in the long-haul market its speed advantage becomes less 
effective as the number of intermediate points at which landings must be made 
on each flight is increased. 

Thus, in going into the small-city, short-haul market, the airplane will be 
faced with the most intense kind of competition, with its principal selling poinr, 
speed, greatly diminished in value. While it will still have advantages to offer, 
the differential in fare that it now appears will be necessary will counterbalance 
them to some extent. Five cents per mile, the figure generally considered as 
the prospective passenger fare, is approximately three times the average fare 
for motor bus transportation. In addition, there are many other factors, some 
of which were mentioned by the examiners, which will affect the traffic potential, 
such as the distance between the airport and city center, the time of day at 
which service will be scheduled, the frequency and regularity of schedules, the 
mail departure requirements, the extent to which reservations will be necessary, 
and many other details which will vary according to the locality and the city 
size. 

Now that is what the Board said in 1944. The program thus con- 
ceived was both experimental and developmental. It was experi- 
mental in that 1t was then unknown whether there was any latent 
demand by the public for local air service. It was developmental in 
that it called for the tailoring of service by airplane to the specific 
transportation needs of the smaller communities, and the building up 
of a traffic demand where little or none existed. 

In the Board’s opinion, although we have passed through the ex- 
perimental stage, we are right now in the middle of the developmental 
stage. You have heard from the lips of the several witnesses who 
have preceded me of the splendid progress that the local service car- 
riers are making as a group, but so long as the public use of such 
service is not meeting the costs, the goal has not been achieved. 

What we are seeing in the local service field is in net effect no dif- 
ferent from the history of what has happened so many times under 
the American system of competition and free enterprise. One man 
will think of a new product or service which can fill a need on the part 
of the public. A second man will see ways to improve on the product 
or service. Healthy competition results and the public benefits. The 
necessity for economic survival both betters the product and cultivates 
the taste of the consumer for it. 

In the field of local service air transportation, it is not now possible 
to have this free competitive play. For the foreseeable future the local- 
service traffic will not support more than one local-service carrier in 
each area. However, under the practice of temporary certification 
heretofore pursued by the Board, there still remains a strong economic 
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incentive for local-service managements to improve their service, to 
use their greatest ingenuity to create a greater demand on the part of 
the public, and to mold their product to that demand. At the expira- 
tion of each temporary certificate, it is necessary for the carrier to 
prove that his service has been of increasing appeal to the public. 
Some have failed in this test. 

For example, during the period since local air service was initiated, 
three local-service carriers have failed to develop any promise of suc- 
cess, and their operating authority was not renewed. This is cer- 
tainly a lower rate of attrition than is the case with most newly devel- 
oped products, but the possibility of failure is sufficient to drive all 
local-service managements to even greater efforts to increase the appeal! 
of local air transportation. 

The permanent certification of the 14 local-service companies would 
practically eliminate the incentive of economic survival. Enjoying a 
monopoly position, with a governmental undertaking in the Civil 
Aeronautics Act to make up any deficit in their operations, and not 
confronted with the need for justifying their continued existence at 
periodic intervals, these 14 companies would have no reason to fight 
to render better public service. In the end it would be the small com- 
munities served by these carriers which would suffer. 

One of the most distressing arguments the Board has heard in rela- 
tion to permanent certification is the comparison of the subsidy bill 
of 20 to 25 million dollars with the many times greater amount which 
the Government spends on rural free delivery, crop-support programs, 
and other activities of the Government involving direct or indirect 
subsidization. This argument appears to us to be premised on the 
concept that local air service as a whole will never pay its own way, 
and that the program as we now know it must be retained at this com- 
paratively moderate cost. 

In the Board’s opinion, the cost of permanent certification in dollars 
would be insignificant compared with the cost to the Nation of the 
stultifying effect of guaranteed economic security to these carriers. 

You have heard the gratifying statements of some of the preceding 
witnesses relative to the large percentage growth in traffic carried in 
January and February of this year by their respective local-service 

carriers. This demonstrates, to our way of thinking, that permanent 

certification is unnecessary to the carriers in their striving toward the 
goal of economic self-sufficiency. We believe that it could very easily 
have a harmful effect on that effort and might well be the direct cause 
for increase in subsidy needs. The reasons for this are, we believe, 
self-evident. Just as permanent certification would have a softening 
influence on the carriers themselves, so could the fact that the United 
States Government has undertaken in effect permanently to make up 
their deficits constitute an open invitation to all those with whom the 
local-service carriers do business to raise their prices for goods and 
services. The bargaining power of the local-service carriers to hold 
down their costs would be largely emasculated. 

Nor do we believe that permanent certification would solve the 
equipment problem, which the Board thinks is one of the major diffi- 
culties which confronts the local service carrier. This problem has 
two aspects, one the matter of designing a suitable local service air- 


plane, the second, the matter of financing such equipment on the most 


advantageous terms. 
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So far as the design phase is concerned, it is extremely doubtful in 
our opinion that the absence of permanent certificates for these 14 
local service carriers has played any material role. 

As indicated before, there is no doubt in any of our minds that 
local air service as a‘transportation medium has passed beyond the 
experimental stage. The need for an efficient aircraft to per form that 
service is vital, whether the routes be operated by these 14 carriers or 
by other local operators. Manufacturers require the assurance of a 
market for their product a market. which is measured by the 
amount of local service performed rather than by the identity of the 
persons performing it. 

The Board has in the past continuously supported legislation which 
would provide government aid in the financing of a prototype design 
to meet this aspect of the problem. We continue to endorse this type 
of legislation. 

If a real need has been shown that new equipment financing is dif_i- 
cult and costly for local service carriers, the Board would favor some 
form of legislation which would bring equipment financing costs of 
the local service carriers down to the level proportionately of new 
acquisitions of rolling stock for rail carriers. But to try to solve 
this problem through “permanent certification would fall far short of 
its purpose, we believe, and would bring about the strong disadvan- 
tages which I have outlined above. 

In response to a request from Senator Bricker, then chairman of 
the Committee on Interstate and Foreign Commerce, the Chairman 
of the Civil Aeronautics Board on December 17, 1954, submitted 
letter discussing the Board’s view toward permanent certification leg- 
islation and transmitting an analytical review of the experience of all 
local service carriers during the 4 calendar years of 1950 through 
1955, 

This review, a tabular report entitled, “Local Service Routes”, has 
been brought up to date, for the committee’s information, through the 
12 months’ period ended September 30, 1954. 

This tabulation of information is in appendix A. 

(The document above referred to is as follows:) 
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Mr. Gurney. For that 12-month period the carriers’ re ports show 
that. as a whole, their excess of operating expenses over their com- 
mercial revenues amounted to ap proxim: ite ‘ly $24,400,000. Total mail 
payments, including both service mail pay and subsidy, amounted to 
$95,247,453. Of this total, more than 95 percent would represent 
subsidy. 

Senator Monroney. Let me get you there. You don’t charge that 
the mail pay now is the subsidy. ‘It is the mail pay for the service 
rendered, is it not, and the subsidy is carried in your $24,400,000 
figure ¢ 

Mr. Gurney. That is right. The 25-million-and-some-odd dollars 
there—5 percent of that would be for mail compensation. 

Senator Monronry. Yes; but the Board does not now consider on 
the basis that they operate that there is a subsidy in the mail pay that 
the lines now carry. It is a service performed the same as in the 
delivery of air express or other revenue so earned; is it not? 

Mr. Gurney. That is right. The Board, in making the mail rate 
for each individual carrier, certifies that it is the fair and reasonable 
rate for that carrier. 

Senator Monroney. So the subsidy figure actnally would be repre- 
sented by the $24,400,000 ? 

Mr. Gurney. That is right. 

Senator Monroney. I just wanted to be certain that we were not 
talking about two different things. 

Mr. Gurney. That is all right. I was glad to get a breather. The 
route reports show significant traffic and financis ul results re ported by 
each local service carrier. In addition, the report presents 15 measure- 
ments of traffic density, financial operations, and c arrier progress 
from year to year. Certain of the 15 show each carrier’s improvement, 
or lack of improvement, from one year to the next. Others of the 
15 show each carrier’s traffic and financial accomplishments in rela- 
tion to the industry average. 

It should be pointed out that, in any determination of relative 
standings of the carriers among the whole group, there can be—and 
there are—shifts from one carrier to another in rankings for the 
entire group. For example, the route reports show that while only 
1 carrier in 1953 excelled in all 15 of the measurement groups pre- 
sented, that same carrier for the 12-month period ended September 
30, 1954, dropped back in 1 of the measurement groups, and a second 
carrier excelled in all of the 15 measurement groups. 

There is no reason to think that from year to year at this stage of 
development of the local service routes, the carriers will not continue 
to shift in relative position to each other in showing trends of opera- 
tional results in one direction or another. 

Despite the favorable short-term showing of the carriers during 
the high seasonal months of 1954, no carrier has petitioned the Board, 
as provided for by the act, for a reduction in its rate of service mail 
pay or its subsidy. In summary, total Government support of the 
local service carriers has represented, during the most recently re- 
ported 12 months, 47 percent of all revenue received by the carriers, 

a whole. For individual carriers, this proportion varied Hatween 
slightly more than 25 percent as a low, and 80 percent as the high. 

To come now to the legislation proposed in S. 651, it is likely that 
the proviso in S. 651 is intended to meet, at least in part, the ‘objec- 
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tions which the Board has expressed respecting permanent certifica 
tion of all local air-route authorizations. S. 651 provides in part 
that— 

the Board * * * shall * * * issue a certificate or certificates of unlimited dura 
tion, authorizing such applicant to engage in air transportation between the 
terminal and intermediate points within the continental limits of the United 
States between which it, or its predecessor, so continuously operated betwee 
the date of enactment of this section and the date of its application: Provided 
That the Board in issuing the certificate is empowered to limit the duration of 
the certificate as to those intermediate points which have, over a reasonable 
period of time, generated insufficient traffic and revenues to reimburse the 
applicant carrier for its direct costs and a reasonable share of its indirect costs 
incurred in serving such points. 

The Board’s attitude toward this proviso can be summarized as 
follows: While we do not believe that it cures in any material degree 
our objections to permanent certification by legislation of the local 
service carriers as a group, it would grant the Board some additional 
flexibility in administering the local service route pattern. 

Thus, if the Congress should decide, despite the arguments we have 
advanced, to adopt legislation granting permanent certification, we 
would rather have it with the proviso than without the proviso. 

Let me explain our difficulties more in detail. Our 14 local service 
carriers serve points in 14 different areas of the country. The bound- 
aries of these areas are not uniform in pattern, but are defined by ref- 
erence to the routes operated. As our appendixes show, there is 
considerable difference in the success which the carriers have had in 
conducting local service operations. Poorer showings can be attrib- 
uted to any 1 or all of 3 causes: poor route layout, isolation factor of 
the territory served, or defects in management. 

Under the act, as it now stands, the Board can at each renewal 
period reexamine the carrier’s route structure and make such modifi- 
cations in it, including the changing of the shape of the whole area 
served, as it finds will best suit the public convenience and necessity. 
It may well be that a part of the territory, served at a loss by one local 
service carrier, could be incorporated into the route system of an 
adjoining carrier and served by the latter at a profit—which means 
that the public in the area would be getting better service. 

The bills, both with and without ‘the proviso, would permanently 
freeze the areas now served and would hand them over on a perma- 
nent basis to the present 14 carriers. In effect, it establishes 14 sepa- 
rate closed systems, which will prevent the Board from making needed 
route readjustments for one carrier into an area served by another. 
It does so on the basis of 14 areas which the Board is by no means pre- 
pared to say represent the ideal in either size, shape, or number. 

This freezing of the local serice pattern protects the weak at the 
expense of the ‘strong. Since it will not be possible in the foreseeable 
future for local service points to support any substantial amount of 
direct competition, the Board will not be able to award competitive 
routes in an adjoining area to a strong carrier to make it stronger. 
Merger or acquisition of contro] of the weak carrier would still be 
possible, but the ironclad protection granted the weak carrier through 
permanent certification and subsidization would place him in a tre- 
mendous bargaining position. 

The creation of 14 geographically separated monopolies is what 
makes this bill different in economic impact from the permanent 
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certification of the trunk carriers through the grandfather provisions 
of the Civil Aeronautics Act, With the trunks, the great traflic poten- 
tial between large cities and the outstanding advantage of the airplane 
in long-haul transportation, made point-to-point competition eco- 
nomically possible, thereby giving the Congress, through the Board, 
the power to provide the incentive for improved service to the public 
and through it, self-sufficiency. This tool is simply not available in 
the local service field because there just is not enough traffic to warrant 
more than one carrier on the great majority of local service routes. 

The proviso would, of course, allow the Board to make adjustments 
in the route pattern for each local service carrier within its own area. 
This is of some benefit to the public, but it would not be of material 
help in changing the size, shape, or number of the local service areas. 

It is doubtful whether it would permit markedly greater flexibility 
than what would be possessed by the Board, without the proviso, under 
section 401 (h) of the Civil Aeronautics Act. That section does give 
the Board the power to alter, amend, modify, or suspend even a perma- 
nent certificate, in whole or in part. Substitution of nonprofitable 
intermediate points is believed well within this power. 

In addition, it is possible that permanent certification of terminals, 
accompanied by temporary certification of intermediate points, could 
ultimately lead to the abandonment of service to the intermediate 
points, in favor of service limited to the terminals in competition with 
the trunk lines, thereby threatening service to some communities 
where service is needed and justified. 

We have made a tentative review, for four local service route sys- 
tems, of the route segments specifically certificated to those local car- 
riers, for the purpose of identifying the main terminal-to-terminal, 
or city-to-city services that both the local and trunk-line carriers would 
be authorized to operate on a permanent basis. We have also reviewed 
the traffic generation, by the local service carrier, at the intermediate 
points named on individual route segments. This review has been put 
in tabular form and is being furnished for the committee’s information. 

(The information referred to is as follows:) 
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Mr. Gurney. Southern Airways is presently authorized in t 
southeast part of the United States to operate local service route No 
35, over 4 route segments, in the 8-State area of Louisiana, Tennessee. 
Mississippi, Alabama, Georgia, South Carolina, North Carolina, a 
Florida. Terminal cities, only, are served by Southern in the Stat 
of Florida. Tem essee, and North Carolina. 

The carrier’s. segment No. 1 strete ‘thes from Memphis to Charlott 
N. C., via 10 intermediate points. Three trunkline carriers serv 
among the the relativel ly he eavy- -traflic combinations of Memp! 
Atlanta, Mo mphis Charlotte, Atlanta-Charlotte, Atlanta-Birming 
ham, Memphis-Birmingham, and Birmingham-Charlotte. Of int 
mediate points on Southern’s present segment No. 1 that are not served 
by trunkline carriers, only 2 cities enplane 10 or more passengers pe! 
day. Whether or not such low-traffic cities can be said to meet their 
total direct costs, and a reasonable share of the carrier’s total indirect 
costs, would have to be determined, but we do know that normally 
large volume of short-haul passengers is needed if their revenue is to 
cover their total cost of transport. 

Southern’s segment No. 2 authorizes service to five intermediate 
cities between terminals Atlanta and Jacksonville. Trunkline ai 
carriers provide direct service between the terminal cities and betwee 
Atlanta and ( ‘olumbus, Ga. Only 2 cities served as intermediat 
poin its on Southern’s se oment No. 2 venerate more than 10 passengers 
enplaned daily, and these 2 cities are also served by trunklines on 
various schedules. 

Southern Airways until 1953, after decision by the Board in ~~ 
first renewal proceeding, served a segment naming three intermedia 
cities between terminals Columbus, Ga., and Charleston, S. C. Onl J 
2 of the 3 intermediate cities were actually served, Macon and Augusta 
as the third city had no adequate airport. 

A trunkline carrier provided service between Augusta and Charles 
ton. Trunkline carriers provided other air service in other directions 
to each city served on Southern’s segment No. 3. In its decision of 
April 14, 1953, on whether to renew the temporary authorization held 
by Southern to serve this segment, it was found, first, that the averag 
traffic response had filled only 20 percent of the capacity offered ove 
the ng seoment: second, that a net annual saving of $125,000 would 
result if the segment in total were eliminated: and, third, that— 
the comparatively little use made of Southern’s service by these cities indicates 
that they will be losing something for which they have little need. 

Since trunkline carriers already provided service apparently satis 
fying the need, and since the limited traffic response at the two inte! 
mediate cities and the Charleston terminal served by the local carriet 
had been proved uneconomic, there was no justification for the seg- 
ment as a whole or for any part of it. However, if the segment ter- 
minals had been permanently certificated to Southern, the termination 
of service at the intermediate cities would have left Southern author 
ized to perform nonstop service between the segment terminals, cities 
which had shown no substantial response to the service already offered 
by Raiiates: 

‘Other sets of examples we are furnishing for information include 
segments now temporarily authorized to Allegheny Airlines, on local 
service route No. 97. Referring, for example, to the carrier’s segment 
No. 2, authorizing local service between the terminals of Washington- 
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iltimore and New York via the intermediate points of Kaston, Salis- 
Vv. Greorgetown-Rehoboth Beach, Cape May, Dover. Atlantic City, 
1A bury Park, it is seen that trunkline carriers hold pe rmanent 

ertificates for city cee age of high density, and that the points 
ce ving exclusive service by Allegheny are, as a whole, relatively low 
oross volume of traffic put on board and, in part, season: : in nature. 

l be segments now temporarily certificated to Trans-Texas Airways, 

perating in the Texas-Arkansas area, indicate also that fun i r prog- 

ss in traffic generation at the exclusively served intermediate points 
ould be made before it can be found that the local, short-haul serv- 
es authorized would justify further, or permanent, certification. 

Comparable information respecting the three segments temporarily 

uthorized to Southwest Airways is also herewith furnished. This 

‘al carrier’s high-traffic cities are its Los Angeles and San Irancisco 
bina’ ienaiaiied and three of the California communuities which 
ire temporarily suspended from United’s route 1 for the duration of 
Southwest Airways’ present temporary certificate. 

We feel that although, on the whole, the four carriers here selected 
it random, as well as other local service carriers, have made admirable 
progress in development of traffic and revenues at many of the points 
they serve exclusively, it would be premature to permanently certi- 
ficate terminals of seoments when the future progress of intermediate 

ties is as yet unknown. 

The Board’s experience has shown that the subsidy need of a carrier 
must be considered in the light of whole route segments and services, 
rather than. in most cases, individual intermediate cities. To illustrate 
this, we recall an analysis made in 1953 of the traflic experience at 
tations ser rec exc lusive ‘ly | Vv loc al serv ice carriers dur Ing the preced- 

ig year. 

\t that time nearly 200 stations, or the m: jority of all local service 

rriers’ stations, received exclusive local service, and, of these nearly 
130 generated fewer than 6 passengers a day. It was estimated, con- 
erning those 130 stations, that if it were possible to eliminate their 
ervice, although not possible to reduce the number of flights offered 
on the route segments, a total saving of less than $2 million annually 
ould have been attained. 

And as the Board’s routes re port t shows. in 1953 the total oper: iting 

ik-even need of the carriers was ap proxim: ite ‘ly S25 — n. The 
S2 ealiiied saving possib le for the 130 small cities would have repre 
sented less than 10 percent of the carriers’ need. In other words, if 
t is not possible to eliminate whole segments, or parts of a route. over 
nd above individual intermediate stations, the opportunity for re- 
duction in subsidy is greatly lessened. 

Mr. Chairman, in conclusion I would like to restate the position of 
the Board as follows: 

The Board bows to no man in favoring air service to small com- 
munities of the United States on a permanent basis. 

The only way to obtain permanency on a solid foundation is for 
each local service carrier to offer a service so appealing to the public 
t serves that it makes money. 

Permanent certification by legislative action would grant to these 
14 companies a degree of economic security heretofore unknown in the 
United States—a de facto monopoly for each on a permanent basis 
with a virtual guaranty of a livelihood by the Government. 
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4. Such economic security would kill the initiative necessary to p 

duce the kind of local air service needed by the small communities 
~ United States. 

. Permanent certification would raise the cost to the local ser\ 
carr iers of services and supplies. 

Permanent certification would wall off the United States in 
“4 eeiahe local service areas, virtually unchangeable in size, shan 
and number, regardless of the public convenience and necessity of 1 
areas. 

In protecting the weak carriers, it would put obstacles 
way of the strong carriers becoming stronger—by prohibiting in effec 
route extensions outside a carrier’s protected area. 

8. Permanent certification would not materially aid local servi 
carriers in obtaining necessary new equipment. Both manufactur 
and bankers are interested in a sound market for the manufactur 
product—for the one it assures salability of the airplane, for the oth 
security for his loan. These results can be better achieved by legis!a 
tion involving governmental aid which would place local service ca! 
riers on a footing of equality. Such an approach is the one the Board 
endorses. 

9. If, notwithstanding the foregoing, the Congress decides that pei 
manent certification of the local service carriers is in the best interest 
of the country, the Board would prefer the inclusion of the proviso 
in S. 651 as giving it slightly more flexibility. 

Mr. Chairman, that concludes my prepared statement. I do hav 
a request from you made by letter dated February 21, just the othe: 
day, in which you requested that the Board furnish at this time tli 
estimated average cost to the Government for certificate renewal pro 
ceedings of the local service airlines. 

The Board did not have immediately available to it records of the 
nature required to make such an average estimate on such short 
notice. We, therefore, request permission to file such additional 
schedules as may be necessary to give the best estimate we can to th« 
committee. 

However, the Board had made pilot studies on two of these pro 
ceedings. The first related to the Robinson Renewal case. This ca 
rier is now Mohawk Airlines, up in New York and Massachusetts, that 
area. Thesecond related to the Ozark Renewal case. 

These two cases, we believe, are typical of two different types of 
eases which confront the Board on renewal. The Robinson Renewal! 
case deals almost solely with the issue of renewal. The Ozark case 
was highly complicated, involving a great many route readjustments— 
a hearing of 27 dockets and many involved issues of public convenience 
and necessity, all necessary for the purpose of strengthening the 
carrier. 

The preliminary study or studies show that in the Ozark case the 
Bureau of Air Operation spent approximately $10,000 in salaries. 
The Bureau of Hearing Examiners spent approximately $7,000, and 
the Opinion-Writing Division approximately $1,300 on this proceed- 
ing—that is, Ozark, the larger case. However, the time studies of 
the Bureau of Air Operations indicate that only 6 percent of the time 
spent was devoted to issue of renewals, and that the remaining 94 per 
cent was devoted to the other issues in the case. 
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\ the Mohaw k case only three dockets were heard, and the figures, 
ough not immediately available, are estimated to be very sub- 
tially lower. 
lhe experience of the Bureau thus is that where the renewal issue 
ibstanti: ally the only issue involved, the cost of the proceeding is 
small. The more expensive proceedings always involve route 
djustment issues and other issues of public convenience and neces- 
which do not relate, prope rly speaking, to the renewal itself. 
(his experience is borne out by the testimony of the local service 
rs themselves. We know that Ozark, in its statement before the 
oiiten on Monday, estimated the cost of its renewal of around 
.000. In the statement of Mr. Robert Peach, president of Mo- 
yk, presented before the House Committee on Interstate and 
eign Commerce, in June of last year, he stated that the cost to 
iuwk for its renewal was $17,000. 
offer these schedules, Mr. Chairman. 
enator Monronrey. We appreciate that. When you get a little 
re firm statistics—we would not want expensive cost studies to be 
de, but we would like as near approximations as you can make of 
direct. costs and indirect costs, including the tieups within the 
rd and the time you gentlemen have had to give to this. While 
e of these airlines represent subsidy payments of well over a mil- 
on dollars, others are in a better position, and certainly if the costs 
the individual airline, as we have heard, run between $50,000 and 
$100,000, and if that cost is approximately in the cost of the Govern- 
it, then those are charges that permanent certification could possi- 
help to reduce, expenses that you yourself are urging be eliminated 


en they are unnecessary and unproductive in the operational 


aoe 


So I do think the cost of these continued hearings is significant. 

‘ testimony the other day showed by the time you get through 

th em, the airlines themselves have a shorter lease on life. The "vy come 

and ask for a 3-year extension, and then by the time it is through 

they are given perhaps 2 years and 3 months, or something like that, 

and they are just short of getting all ready to go through the whole 
larned thing all over again. 

Mr. Gurney. Well, I think the Board’s plan of late years has not 
been along that line; in other words, not dating the certificate back. 

Senator Monroney. I think the last one you issued, according to 
our testimony—I have forgotten which one it was, it was a big one 
_ it by the time they got through and got through the 3 -vear extension 
it actually was for 2 years and 3 months, as I remember the testimony. 

"an tURNEY. Well, Ozark did get a number of extensions to its route 
system and some of them were doubtful even in the carrier’s mind, 
[ am sure, but still they got a good number of towns, a number of runs 
that were definitely helpful to the carrier. They should be looked at 
again in not too long a period. 

Senator Monroney. I agree with you on the one point that you 
make, that a freezing of the route structure would be bad. W nee as 
vou said, the need for this service has been demonstrated, it is no 
longer an experiment, but the development is going to saiiene to 
be fluid, as I think the development even in the trunklines should be 
fluid. I think if we consider aviation as a static industry we are 
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going to be sitting here flying Jennies instead of DC-—7’s, and we 
would still be carrying the mail in Curtis carrier pigeons instead of 
looking forward to the future of jet transport, and if the mishory 
of aviation shows any one thing, it is that it is not static, and the big 
issue, as I get the gist of your testimony, and I want to compliment 
you for it. is the nec essity for an ever-exper ime nting route system that 
would finally produce the traffic that is nec essary. I think the feeder 
lines have proven that there is a need for this and it is no longer ex. 
perimental, and that we now must find the sources of the revenue 
by well-chosen points, and they can only be chosen by trial and error, 
the points to which these airlines are willing to operate, areas that no 
one else would wish to serve, so that they could expand and develop 
the necessary traffic to becoming self-sustaining. 

Mr. Gurney. I believe, too, it must be fluid and that we must be 
allowed to give the service that communities justify. We have big 
shifts in population, growing population, some States showing in- 
creases over a short period of years of 40, 50, and 60 percent, and we 
must be ready to reroute these systems and grant authority to operate 
into towns that have grown big overnight. 

Senator Monroney. Plus the fact that I think all people are familiar 
with the fact that the trunklines are now deciding that any city under 
500,000 is sort of unwanted—that their service is reduced. They are 
overflown consistently in this mad rush to be the fastest plane between 
New York and Los Angeles. But there are people who live elsewhere 
and those people pay taxes and those people are entitled to some degree 
of admittance to the air age, the same as the citizens of New York, 
Los Angeles, and San Francisco, no matter how fast they wish to fly 
DC-7’s across the continent. It is fun, I am sure, to realize that you 
can have breakfast now in New York and lunch in San Francisco 
or Los Angeles, but the poor fellow that lives out here in McAllister, 
Okla., or in Fort Dodge, Iowa, or in Dubuque, that is losing his Braniff 
service, we will say. and United won’t pick up that service even 
though thev are certificated for it. leads me to believe that the time is 
here that the Civil Aeronautics Board must look forward to fighting 
either a full-fledged battle with the trunks to do that for which en 
were originally given subsidy, and that is to maintain service, * to 
find a substitute for it in the further development and building ap of 
the route pattern of these feeder lines. 

Mr. Gurney. The Board must continue to have authority, after 
hearing and study and full opportunity for the litigants to come in, 
to make a judgment in accordance with the mandate the Congress 
has given us, because we all are very much inter ‘ested, and, of course, 
we must have good air service even to the isolated communities as well 
as the smaller communities and some of the more heav ily populated 
areas. 

Senator Monroney. And I think there probably would be some 
chance, it seems to me, in the route structure, to find other terminals. 
I agree with you on the freezing of the route. If I thought this bill 
in any way freezes the route structure to present ter minals and would 
not provide for further extension to other new terminals, t ‘affic density 
terminals, if necessary to give more frequent service to intermediate 
points—but try to get out of Chic ago to almost any intermediate points 
and you will find you get the strangest hours and the strangest con- 
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nections. It is even hard to find service back to Washington from the 
town I come from, and which I am very proud of, Oklahoma City, 
without going all over the country or t: aking a milk run which would 
ey disadvantageous on this great spe oa we always see advertised. 

Mr. Gurney. Well, the cities are put up to it to keep pace with the 
rapid advancement of air service and they have to do a fast job of de- 
vel ping the terminals. Possibly the ¢ rovernment has to continue to 
help them. At Chicago we know the airports are loaded and they just 
are not going ee as fast as the people want them to. The proof that 
they are not g roing along as fast is that the people are getting on the 
airplanes so i ist it brings too many schedules into Chicago and other 
center points, and all of ri big cities are just secramblin go over one 
another to catch up with it. They have got to do that. 

Senator Monroney. It aad de pend on some help from the Civil 
Aeronautics Board, maybe, in the feeling that $11 million is inade- 
quate for the coming year, considering jet transports in the near future 
and the number of sc schedules in and out of our airports. 

Mr. Gurney. The Federal airport aid program does not come with- 
in our bailiwick, but nevertheless we would be glad to have those re- 
sponsible look at the figures on travel and they would realize—I am 
sure they have—that we have to keep step with the increased number 
of people that are using air service every day. 

Senator Monronry. Senator Bible. 

Senator Brete. No questions. 

Senator Monronery. Senator Payne. 

Senator Payne. I have been a little late, but I have tried to follow 
the statement. In the opening where you state permanent certification 
would lessen the incentive which the carriers now have to increase 
their revenues and hold down their costs, do you really believe that 
would be so? 

Mr. Gurney. Yes, I do. 

Senator Payne. Was it a factor in reducing the incentive on the 
part of the trunklines under the grandfather clause who were given 
permanent certification? Have they not shown initiative since they 
were given that ? 

Mr. Gurney. Yes, but they were given a splendid opportunity, and 
they did receive subsidies for some time, and they had : i splendid 


S opportunity to expand their routes and connect the big sins of the 


country. I do not believe the trunklines are in the same category with 
the local service carriers. Now they are subsidy-free and obligated, 
I think, to help us all out in this big problem, but local service carriers 


j ave to continue to do the best job they can in lowering costs, and if 


they are permanently certificated we feel th: : they would be up against 
increased costs for all of the materials they use and all of the services 
they vet. 

Senator Payne. But your so-called certificated carriers under the 
grandfather clause, they were given subsidy and that did not work to 
their disadvantage or the disadvant: ige of the industr vy, dict it ? 

Mr. Gurney. But we did have a record on the trunkline od 
because of their valuable routes; we had a progressive record each 


year of lowering the subsidies and we knew there was an end point. 


At the moment we cannot see in the immediate future any end point 
on this, to the subsidies for local service carriers. Now, when we do 
see that end, then I would be one of the first to say they should have 
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a permanent certificate. When we do say that we have the r 
system of that particular local service carrier just the best that ca) 
made in that area, that would not be so bad then, if we could sex 
end point. We want to see progress toward self-sufficiency. 

Senator Payne. Well, don’t the charts—and I am only asking | 
for information—don’t the charts you have furnished here show | 
these local service carriers have shown tremendous progress over | 
period of the charts, 1951 to 1954? 

Mr. Gurney. Yes, but you start at the low point and at the mo 
it is 47 percent average for all carriers. 

Senator Payne. How much increase has that made in that 4-) 
period ¢ 

Mr. Gurney. I do not have the figures in mind as to what progr 
has been made. 

Senator Payne. Roughly speaking. 

Mr. Gurney. Well, roughly speaking, the subsidies have increased 
in the 4-year period. They are around 25 million now, approaching 26, 
Senator Monroney. Isn't the test, though, the percentage of 1 

enue earned to the percentage of the subsidy, because if you fly 1 
miles, and you cover more cities, the progress is shown as the percent 
age of aon ge pn gl ag nad 

Mr. Gurney. Well, I do not mean to say that the percentage of Go 
ernment subsidy per unit has gone up. No, it has not. More peop) 
are going along. We have the subsidies here in front of me, what 
paid every year for the last few years, In 1950 for a certain grow 
of local service carriers, all of them, I believe, the total was $15 millio 
Then it was 17 million, then 21 million, then 25 million, in 1953; 
for the 12 months ending September 30, 1954, it was 24 million. 
it started with $15 million in 1950 and now it is $24 million. 

nen Monroney. Do you have a breakdown, though, for those 
same years on the progress or a graph showing the increase or decre 
in revenue earned as against the subsidy ? 

Mr. Gurney. I do not have it right here in front of me, but I thin! 
this would be a good place to put such a graph and such a story 
the record. We would be glad to furnish it to you. 

Senator Monroney. Do you not think that would be an effe 
way to show the vinaron of these feeder lines rather th: an the addi- 
tional subsidy which means more miles traveled, more cities cov 
more poamee ser rved ¢ ¢ 

Mr. Gurney. We would be glad to furnish that, Mr. Chairma 

Senator eae I would like to goa little further on this po 
that permanent certification would increase the need for subsid 
Apparently this situation is a good deal comparable to a father and 
a son. He always feels he cannot buy a car, cannot engage in a bus 
iness, long past the time he has reached the age of maturity and dis- 
cretion, and then sometimes the kid shows he is just about as smart 
as the old man, and I am just wondering if this mother hen and little 
chick thing does not maybe force the parents of the feeder lines to 
be a little bit more cautious than they were with the development of 
your trunklines. You are talking about these low-density points and 
these low passengers-boarded. As I recall, it was as late as the out- 
break of World War II before more than 8 or 4 people ever boarded 
American out of Washington. I remember those planes being empty 
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| of the time. We never had to eall up for a reservation. They 
mild run out here and bring your ticket to you. | 
in. Gamay: Now look at them. 

Senator Monroney. Try to get them on the telephone now, just 
y. You spend halfway to Nashville in the amount of time it takes 
get through the switchboard on the average trunklines service 
t these guys are out fighting for this business, and I do not see w hy 
same thing that applied to the trunklines, not lacking incenti 

en they were given the very same thing that we are t: king about 
ere, would obtain even toa greater degree, because these fellows know 

‘y are in tough territ ry. ‘The Vv know they | haven't got a New York 

y and Miami and ¢ ‘hicago and Los Angeles population and great 
tances to serve, and my observation of them all—and I have ridden 
creat many of them—is that the ‘vy really scrounge for traffic and they 

:e to have you on their planes. 

Mr. Gurney. Well, sure. I do have some information here on rev- 

ues, how they have increased in the last 4 years. In 1950 the total 

wal-service lines had operating commercial revenues of $11,216,000. 
he next year they jumped to $17,827,000. In 1952, to $21,169,000, 

d 1953, $24,986,000. I have left off Midwest and Wiggins. That 

ould not change the total very much. But they are not operating 

ow so I left them off. So that jumped from 11 million to 24 million, 
ommercial revenues, in an overall period from 1950 through 1953. 

Senator Payne. That is 250 percent, approximately, in that short 

eriod of time. 

Senator Monroney. I have here the testimony given by Mr. Flo- 

‘“y, IN a very aherentony graph. We have the chart, showing in 

LS commercial revenues on these lines were 5 million, and the sub 

ays or mail pay at that time appears to be about 1214 million. For 

ie year 1953, the commercial revenues is nearly 30 million, and the 
pey or subsidy is under 25 million, so the situation has reversed. 
This is the subs idy line here, the commercial revenue, the first line 
ndicating], and the second line is the subsidy, and you can see it 
us almost equaled itself in 1951 and 1952. It ran a little ahead in 

53, and it ran considerably ahead in 1954. 

Mr. Gurney. Well, that picture seems correct to me, Mr. Chairman 

Senator Monroney. I cannot give any degree of validity other than 

father-son complexion to the fact th: at the incen tive to these car- 

s by being able to operate beyond a year and a half, because that 

ale be the average length of life that we all would have, why that 

would to any degree lessen a man’s incentive because he has something 
of a little more permanence than he had before. 

Mr. Gurney. Senator, may the Board furnish a little tabulation 
chawaee the date on which a renewal certificate was granted to each 

al service carrier, and then how many years and months that carrier 

iad its new certificate after the date on which renewal was granted, 
if you do not have that now ? 

Senator Monroney. We have a table. It is not in very graphic 
form, but as I understand it half of the carriers have certificates with 
less than 2 or 3 years to run. 

Mr. Gurney. Well, we gave 2 certificates out, I remember, for 7 


years, Mohawk, and Piedmont. I do not know if there are others or 
not. 
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Senator Monronry. Now you are saying this incentive is so im 
portant. On page 12 of your statement you say that you still have 
the power, this section does give the Board the power to alter, amend, 
modify, or suspend even a permanent certificate in whole or in part. 

Now, it looks to me like we are engaging in semantics, the difference 
between a temporary certific ate that has to go up for renewal with 
all of the expense, delay, and uncertainty of financing and uncert: Linty 
of holding personnel, "because it is called a limited certificate for 3 
or 5 or 7 years, whereas with the esiaaees certificate you have that 
same right, you say here, to alter, amend, modify, or suspend the per- 
manent certificate. So if this permanent certificate would give the - 
some degree of security in their financing and holding personnel, an: 
contracting for planes, would not the industry itself be on a more 
solid foundation and still be Government-protected by the powei 
which you outline you have on page 12? 

Mr. Gurney. I do not believe it would be nearly as flexible, and ] 
have tried to cover the point as to why it would not. 

Senator Monroney. I agree with you. Now, if this committee 
can find a way to give you the necessary elbowroom—and I am for it, 
and I think the feeder lines are for it—I think they would prefer to 
have the right to expand their terminals. For example, perhaps a 
late night plane should be operated by Ozark so you will not sit around 
the Chicago Airport from 10 o’clock at night until maybe 2 o'clock 
in the morning to get into St. Louis. And maybe there is experimental 
service that the feeder lines would like to have, because my experience 

with these boys is they want to fly, they want to get into more towns. 
They do not mind going late at night and they do not mind stopping 
at a little old city of a half a million to serve. 

Mr. Gurney. Well, I would like to have for the record, if you would 
care to give me the opportunity, Senator Monroney, to have our Gen- 
eral Counsel just say a word as to what different position we would 
be in with permanent certificates to all of these local service lines, as 
against our present authority, and we, of course, know that we do have 
authority of law now to grant permanent certificates. We know that, 
but to all at once have all of these carriers on permanent certificates, 
we would be slowed up a great deal. If you would care to have a 
statement by our General Counsel, he is here, and it might be helpful 
in this particular instance. 

Senator Monroney. Yes, I think it is very important, because if 
you have this power and if the bottom falls out of these things and 
these men begin to just sit there and fly uneconomic routes and build 
up their cost “Of operation and do everything wrong or materially go 
against good operational procedures, then certainly you have the same 
right under your powers on a permanent certificate that you have on 
a temporary certificate. 

Now, it looks to me like—and I have watched these things for 
several years by I have particip: aad | in helping to secure the renewal 
for service in Oklahoma—we are at approximately the same point 
that, caantade a completely bad aa you are going to recertificate 
these lines on a temporary basis, and we go on and on and on and on, 
and so the adoption to contract: beyond their 2 or 3 years of service is 
sort of an unnecessary regulation which you say you have; I would 
like to hear from the General Counsel. 
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Mr. Gurney. Before he starts in there on that, may I just say that 
we do run up against cases, and two come forward in my mind right 
ow, of our very best carriers where we had to slow them down a bit. 
For instance, Piedmont Airlines started flying too many plane-miles 
uid had increased their subsidy too muc h. and the Board in its last 
order said so many plane-miles per year are all we will pay for in the 

ay of subsidy. 

ir another case, one of our better airlines up in the Northwest, 
North Central Airlines, got a new management and from worrying 
bout it, just overnight the new Mahagement came In there and by a 
ew system cut down costs, got rid of leased airplanes, and - that 

rline on the map. We know now it is going to make goed, but with 

- Board continually pushing for all of these betterments, we are 
‘bivteesnonaiiak those ends. 

Now, if they are permanently certificated we would not have any 
oice over them. 

Senator Monroney. I do not see how you would not. The thing we 
aught to do in considering this bill then is to write in power so that 

ese things which I am sure the local airlines would want, as well as 
you, would be possible. We are not trying to tie your hands, but I 
think most of the committee feel that we are combinatny In an in 
definite period of suspended animation something that would be better 
nd develop better to the pattern of CAB and the national air econ 
omy, if they were given a permanent tender, revokable if they failed. 

State your name and title, please. 

Mr. Nunnery. Emory T. Nunneley, General Counsel, Civil Aero- 
nauties Board. 

Mr. Chairman, the Board does now have, as has been pointed out 
iere, a degree of authority under the various provisions of the Civil 
\eronautics Act, to modify, amend, or alter certificates, and to sus- 
pend them where the Board finds, after appropriate procedures, that 
the public convenience and necessity requires that action. That, we 
believe, certainly goes as far as permitting us to take a point off a 
route segment or to add a point to a route segment. This is true with 
respect to a permanent certificate as well as a temporary one. Exactly 
how far that authority goes however, has never been adjudicated. 
That it does go to the question of individual points we are clear. The 
committee is aware, I am sure, that the Board has in several instances 
suspended trunkline points for temporary periods and granted them 

feeder carriers, local service carriers for the same periods. That 
exercise of the Board’s power has been judicially sustained by courts. 

When it comes to the question of whether an entire route segment 
could be either suspended or modified, or altered to eliminate it from 
a route certificate, the question is not so clear. I think it is clear that 
if the change amounts to a basic alteration in the carrier’s route sys- 
tem, then the power does not extend so far. The only example we 
have of that kind of problem in the Board history was the prob le ‘m of 
the extension of Panagra from the Canal Zone to the United States. 
In that case, the Board found that that extension would be of such 
significance in relation to the carrier’s operations as to be beyond the 
Board’s powers of amendment. It is my view, that if the legislation 
were passed in the form being here considered. with that Congres 
sional action, it would be very dubious whether the Board would have 
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the powe r to elin Mina t¢ une ntire route seome nt of a local serv] 
arrier which was thus granted a permanent certificate. 

Senator Monroney. but the Congress has the power to write into 
this bill anything we can get sani the two Houses and get signed 
by the President. so as a matter of fact the principal criticism and 
burden of the chairman’s testimony is within the power to correct as fai 
us route structure and still give these men their permanent certitica 
tion. Isthat not a correct statement é 

Mr. Nunnery. Well, I think it is. It depends, I suppose, on th: 
scope of the power given and the flexibility thus provided. Of course, 
as you state, Congress has the power to provide whatever appropriat: 
fle xibi lity it May desire to provide. 

ator M NRONI y. In other words, I think the burden of what you 
ure mien a t nat vou have rights up to certain points and then change 

‘modify the route structures of the big trunklines, but perhaps vou 
Mm ie not feel you have the power to give Pan American, for example, 
the right to fly internally to domestic points in the United States. 1 
that correct / 

Mr. Nunnevey. We have the right to do that upon an application by 
the carrier. I am speaking about the right to amend, modify, or alter, 
where the carrier itself does not seek that change. 

Mr. Gurney. An amendment of a route that they now have. 

Senator Monroney. In other words, under the law as you conside! 
it, the carrier has the right to apply for additional route structure, and 
vou have the power rp the i that, and they have the power to app ly 
for discontinuance, which creat many app arently are now doing 
How ma Vv cases have yo! for the elimination of service on the trunk 
ines ¢ 
Mr. Gurney. Not too many. 

Mr. Nunnevey. I do not believe there are many currently pending 
x Monroney. They can eliminate flights without approval | 
"AB. [ mean the hewae ney of flights. They can get down to 
a day instead of 6. 
CFURNEY. Yes . they can get dow h to that. but if the city, t| 
people, or the Board itself feels they are not giving adequate service. 
in, under the authority of the present law, order them to give 
ate service, and we tell all cities that. 

Senator Monronry. Then you go into a hearing on it ? 

Mr. Nunnetey. Yes: wectn only do that after hearing. 

Senator Monronry. Senator Schoeppel came in. We are glad t 
have you. 

Senator Scnorrret. [am sorry I was late. 

Senator Monroney. I know how keen your interest is in this matter. 

Senator Scnorrpre.. I got tied up in another hearing matter, and | 
could a get here quicker, but I will read your statement. 

Mr. Gurney. Thank you very much. 

Senator Monroney. I noticed with interest one point you have on 
there. You were quoting the Board’s foresight in 1943. One line 
especially stuck out in my memory when it says the local carriers will 
be competing with the most highly developed rail and transportation 
systems in the world. 

Mr. Gurney. We should strike “rail” and substitute “highway.’ 

Senator Monroney. Yes, which is certainly one of the main reasons, 
if you are interested at all in getting mail delivered around the State, 
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not only airmail, but first-class mail, that these local lines now are 
certainly needed by the change in transportation, because the number 
of rail schedules and discontinuance of mail service has been phenom 
enal through these areas that are the base of your carrier line opera- 
tions. 

Mr. Gurney. Many communities come in now and say they have 
lost their rail peak service and, therefore, demand—not just ask 
they demand air service, but then you come right to the point of 
competing with the automobile, so that sometimes they don’t use it 
is fast as they think they will. 

Senator Monroney. Well, L think perhaps you have got to admit 
that there will be a thousand people traveling from point to point, o 
maybe more than that, in automobiles, but filling up a 21-passenger 
plane is something different. You have a lot of margin to work on 
as there is mobility in the manner people will travel, depending on 
motor transportation, plus air. Whenever you can get your schedules 
and your freque ney of service to fit the pattern people want, I think 
you will find enough passengers to fill up this service economically, 
and will be as available as the decrease from train service between 
Washington and the West has become in your airline service. 

By far more people, I think, travel your long haul by air than they 
cio by train atthe present moment. 

Mr. Gurney. That is right. 

Senator Monronry. This “enjoying a mot lopoly position” that you 
keep referring to, that ought not necessarily be true, would it, under 
the permanent certification, that whenever interconnecting points ofl 
of, we'll say Ozark and Central, could be advantageously served in an 
interchange of passengers 

Mr. Gurney. Where they meet head on, there would be no monopoly, 
interchange between the two carriers, but we must keep as much traflie 
available, the potential traflic available for that carrier in his area or 
the subsidies would go way out of bounds. 

Senator Monroney. Certainly, but you have done that in your 
trunklines. You have permitted the “grandfathers” to serve until the 
load was apparent that additional service was necessary, and your 
route structures have been so tailored so that you get services that are 
into Washington, into Detroit, instead of going to New York and 
transferring, and things of that kind. 

Mr. Gurney. Well, that is where the Board thought that the growth 
of traffic warranted putting two carriers in and giving the public 
better service, always with that in mind. 

Senator Monroney. You will have that same power under the feeder 
lines. I mean you certainly don’t intend, if there is traflic there and 
if there is a demand for the traffic, and it can be better served, to say 
that if the time should ever come where there is that much traflie on 
feeders, that. they will be a monopoly. I presume the Board would 
use the same good judgment that they have in permitting other 
services. 

This doesn’t give any monopoly to these feeder lines, only to such 
point as they are protected against building up competition that would 
result in a greater subsidy cost. That would be one of the first things 
that you would ask for, if one of these fellows wanted to get into some- 
body else’s territory, wouldn’t you ? 

Mr. Gurney. That is right. 
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Senator Monroney. So the power would rest within the Board to 
ee negate the assertion that it would give a monopoly. 

Mr. Gurney. I am sure the Board in future years would feel they 
had to protect the terr itorv of the local carrier. 

Senator Monronry. Well, there is really no validity to the monopoly 
position that these men would have. 

Mr. Gurney. I think that there would be, because the local carrier 
wants to vet out of subsidy, I grant him that. He wants to get to the 
point where he is making money and taking care of his own expenses, 
und he would, therefore, be very zealous of his territory and the local 
communities, themselves, would be Ozark-minded, or North-Central- 
minded, or whatever. They would zealously protect that local service 
carrier of theirs. 

I think it would be pretty hard for a carrier outside that area to 
ever get into one local service carrier’s area 

Senator Monroney. But the time might come where the Board, 
in its wisdom and with the traffic density and all, might find a need 
for competing service, such as it did in the case of National which in 
1938 was just a small regional carrier serving points in Florida and 
is now one of our major trunklines apparently carrying a large volume 
of traffic. 

Mr. Gurney. That is right. 

Senator Monroney. We are not proposing that the feeders do that, 
but I am just saying in the dynamics of aviation you started something 
extremely valu: ible and we want to see it continued and become more 
valuable to serve areas that otherwise are going to be without service 
or perhaps, we think, on uncertain status at all times. 

It is difficult to locate a factory. We had testimony the other day 
about factories being located in towns and cities and areas where the 
very existence of airmail service, air express service, air transport 
service, was a valuable factor in the location of these plants in the 
smaller communities. In the decentralization of these things air must 
play an important part. 

But what can you say to a man when he looks and says this town is 
on a trunkline, they have permanent certification, and this town is 
just on a limited certificate, and they start building a $5 million plant, 
not knowing whether they will have airmail, or air express, into that 
ie ? 

Mr. GurNEY. We had a case recently, Senator, where a big defense 
plant and big industrial expansion was provided in the Norfolk area 
They came in with a story and the Board voted to give them air serv- 
ice, and I am sure the traffic down there will be taken care of, as in any 
other community which comes in and says that, and they do constantly 
tell us of the growth and need for service, and different towns and 
communities along the line have local service segments. 

Senator Monroney. But that is after they ‘get the plant. What I 
am talking about is the prospective builder that is figuring on a $5 
million location in a community which is of a rural n: ture, and has 
feeder -line service, but he doesn’t know whether he has it for a year or 
2 or 3 years, and the city or town can’t promise them anything. If it 
is a railroad, they can promise them they have a railroad and “nobody 
is going to pull that line out in 3 vears. 

Mr. Gurney. No, but they might pull the peak train off. 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 145 


Senator Monroney. That is right. 

Mr. Gurney. The Civil Aeronautics Board and Congress have said 
that the local service carriers are going to be with us a long time. 

Senator Monroney. Well, we want them to be with us a sone time. 

Mr. Gurney. We feel that local service is jus stified to these com- 
munities. We just feel that they haven’t graduated as yet. 

Senator Monroney. One other point. 1 am not going to bore the 
rest of the committee any longer, but the thing that doesn't seem to me 
to be true is that their cost would inevitably go up if they have a busi- 
ness that is of a permanent nature. We had testimony the other day 
about the inability of one of these lines to buy a hundred motors at a 
bargain price for which they had need if they had a permane - cer- 
tificate, and yet, because of the short duration of their certificate, they 
couldn’t get financing for that and they had to let this bargain go and 
depend on —_ ing their motors a few at a time. 

Mr. Gurn Well, they should not have had any trouble with that 
because the ones motors that are justified in the operation of the 
airline are added to capital cost and they are depreciated just the same 
as equipment. 

Senator Monronry. Have you ever borrowed any money from a 
banker 4 

Mr. Gurney. Oh, Lord, yes. 

Senator Monroney. Well, you go up there and ask him for some 
money to buy a hundred motors and the first question he would ask you 
is 

Mr. Gurney. Am I going to get my money back ? 

Senator Monronry. And how long is this certificate you have got 
here good for? And if it is good for a year or two, [ will bet even 
vou would have trouble getting the money from him. 

Mr. Gurney. Well, I would for sure, but I don’t think the local 
service lines would. 

Senator Payne. You pay a higher rate of interest. 

Mr. Gurney. The history of the local service airlines is that they 
have the financing to do those necessary things. 

Senator Monronry. They have managed to get it on the hope that 
they were working their way into permanent certification and if it is 
going to be manana, manana, all of the time, then pretty soon this 
financing is going to dry up and I think vou will surely agree that a 
man with a permanent certificate has a better chance to attract equity 
capital than a man who has got a 2- or 3-year renewable certificate. 

Wouldn't you say that as a general business rule ¢ 

Mr. Gurney. I will have to concede that, of course. If you have a 
permanent certificate and a Government guaranty, yes; but what is 
the use of doing these necessary things to cut operating expenses when 
all those things are just given to the local service lines as a permanent 
guaranty ¢ 

Senator Monronry. But the Board is still sitting there. This 
doesn’t abolish the Board or their interest. You have got to put the 
dough up for this subsidy, and I surely don’t think you are going to 
blindfold yourselves to these costs and to just as careful a study as 
you would give to their subsidies when they come up for renewal. 

Mr. Gurney. It would be just as careful, Iam sure. I am not going 
to be on the Board forever, I know that, but I know the Board will, 
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whoever is appointed: but it is going to be harder and it is going to 
take longer to os and demand these changes and more efficient man- 
agement. It will be harder to get at. They are going along fine as 
they are now. I am sure they will all say they are making excellent 
progress under the s supe rvision the Vv have had from the Board. 

Senator Monroney. They are prisoners in a penitentiary looking 
for a parole. He is a pretty good prisoner, maybe, but the time come: 
when eo is looking for his parole. 

Mr. mNnEY. And the Board doesn’t say he won't be paroled. 

set Monronry. But he keeps going along and he thinks, “1 
have been awfully good and m: aybe this year it will come,” but there 
hasn’t been a single one perm: inently certificated. 

Mr. Gurney. And every time a local line comes up for certification 
they say, “We want to change our system this way, we want to get rid 
of these points and those points and add others.” 

Senator Monroney. I agree on the flexibility of route structure and 
vou have the power, and if you don’t Congress can give it to you. It 
would seem to me to be a prime managerial axiom that if your organi- 
zation has a greater permanency, that you can draw, you can keep, 
and you can maintain better management than you can on a day-to 
day, or year-to-year basis. 

Whenever a business loses its lease and doesn’t know whether it is 
going to find another lease for its plant or its business, your manage 
ment, and your sales force, and everything else tends to disintegrate. 
These boys are up against a continuing period of expiration of thei 
time of life. Cert: Linly they think you are going to renew it, but how 
are you going to tell that grease monkey or this pilot, maybe, that is 
offered a job with Pan American or American that you are going to 
get that certificate? He doesn’t know and there are none of the per- 
sonnel that have the idea that it is going to be as permanent as if you 
had the blessing of a permanent certificate, like the trunklines have. 

In other words, the reason that your trunklines are not in subsidy 
doesn’t exclusively go to the genius of their operation. It goes to the 
beneficence of the CAB in giving them the right, and the franchise and 
protection in the high tr: affic density areas. Isn’t that true? 

Mr. Gurney. Well, yes. Mostly, though, it goes to the people that 
use that airline, and they do have ingress or egress to the big terminal 
points. 

Senator Monronry. But that is given to these lines by the CAB: 
that was the hand of Government giving those areas certain territorial 
protec tion and things of that kind, and this business that the airlines 
do not enjoy a subsidy, whether they are taking the subsidy or not. 
the subsidy guaranty for the return on investment is ¢ always there and 
acts as a floor under their stock as it is issued on the exchange, does 
it not? 

Mr. Gurney. That is right. 

Senator Monronery. And if we would repeal the provision for sub- 
sidies on the trunklines, we would be doing a very great disservice to 
the aviation industry, even though they are not drawing subsidy at 
this time. 

Mr. Gurney. And to the national-defense interest. 

Senator Monroney. But the fact that they are not on it does not 
mean that the subsidy is not effective, important, and vital to the con- 
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1ued existence of even the greatest and the strongest of our famous 
trunklines. 
Mr. Gurney. Well, Senator, I have tried, and the Board has ap 
roved the statement I have given you this morning, and the Board 
tried to tell you just how they feel about the local service situation. 
have tried to tell the committee and the Congress. and will con 
ue to do so, our behef that local service is needed and is going to 
with us for a long time, and the communities are the ones we are 
‘king out for, the people on want to travel these local service lines 
short-haul field, and we have just done about t! 
‘ling you that we think the good job the Congress wants us to do 1 
ompiet ted and we would like more time. 
Senator MONRONEY. Well, you have been very, very helpful to the 
ommittee and very frank and informative and we greatly appreciate 
Were there any further questions ? 
Senator Payne. I just had one question 1 would lke to ask, Mr. 
wirman, 
Senator Monronry. Senator Payne. 
senator Paynr. On this summary, Mr. Chairman, of the trunkline 
suspensions at stations served or authorized to be served by local 
ervice carriers, were these all determinations that were made by the 
Board as a result of a desire of the trunkline carrier to have the 
vice suspended ¢ 
Mr. Gurney. Which one are you looking at ¢ 
Senator Payne. It is on this large sheet here. 
Mr. Gorney. What number, please, in the upper right hand corner / 


ie best we ¢ 


Senator Payne. Appendix A. Were they pretty generally at the 


«juest of — 

Mr. Gurney. May I ask the General Counsel to answer that / 

Mr. Nunnevey. Not all of them by any means were at the request 
of the trunkline carrier. There were a number of them that were 
Ditt erly contested. If you look on page 6, for ex: umple, you will find 
everal points served by United and Western where the suspension was 
very much contested by the trunkline carriers. There are other ex 
amples in the document. 

Senator Payne. The only other question I have, and then I am 
through—certainly we can all agree that the trunklines have done a 
remarkably good job and that they have been able to get aw: ay from 
the subsidy program, because their passenger traffic has picked up. 
Can’t we also agree that perhaps their success in being able to develop 
their passenger load and to get away from their situation, because of 
the major cities they are feeding and, therefore, the great density of 
population, has nevertheless been helped and helped materially by the 
service and operations of these local feeder lines in pouring into the 

ajor system a tremendous volume of traffic that they never before 
enianeal 

Mr. Gurney. Well, of course. That, I think, was the biggest im- 
pelling motive for the Board at the time local service carriers were 
certificated—that was that they thought they would feed into the 
trunklines, and they do. One out of 5 or 1 out of 4 people that use 
local service lines continue their travel on trunks. The major car- 
riers, the bigger ones, have longer distances to go, longer distances 
between setdowns. ‘Therefore, they can economically use the more 
eflicient profitable airplanes, the Convairs, and so on. 
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Senator Payne. And they can lower their operating expenses con 
siderably, because letdown and takeoff takes a considerable amount of 
expense for the feeder lines. 

Mr. Gurney. That is right, and the local service lines are required 

land every 20 miles, 30, 40, or 50 miles. Some of them have an 
average, L expect, of, say, 50 to 75 miles—somewhere in there, I don’t 
know exactly——but that means that they have got to use the smaller 
airplanes, as long as they a t have 75 percent load factor or some 
thing like that. 

They have the DC-—3 which can’t operate at a profit. We are up 
against that. 

Senator Payne. What I am getting at is I think sometimes we lose 
sight of the fact that some of these additional operating costs that 
the feeder lines are under are costs that if we evaluated the overall 
picture, are perhaps abs sorbing some costs that are directly benefiting 
the trunklines because it is fe eding into them revenue of a nature that 
they would not be able to enjoy in any other way, and, therefore, I 
think a certain amount of weight should be given to that span between 
operating revenue and operation cost to offset it a little bit. 

Mr. Gurney. I agree with that. Mr, Chairman, the other Board 
members. Maybe you want to hear from them. 

Senator Monroney. Yes; we did want to hear from them. We had 
invited Mr. Walter W ae, re Under Secretary of Commerce, and 
I see he is here now. He is testifying on this too, now. If it is not 
inconvenient to the other Board members at this time—do you have 
any scheduled Board hearings or anything of that kind this morning? 

Mr. Gurney. No; we have not. 

Senator Scnorrren. I regret I was not here to read the statement or 
hear the questions that were cliscussed. I take it from reading the 
preliminary statement I picked up when I entered the hearing room, 
Chairman Gurney, the Board takes the position that they are against 
this legislation at this time. 

Mr. Gurney. That is right. 

Senator Sctrorprer, And apropos of what Senator Payne has had 
to say here, the testimony heretofore produced in this hearing on the 
part. of these local feeder line carriers as a group, I think, points up 
one very important factor. According to their statistical position 
that they are testifying to, there is a definite increase in the load factor 
as well as the revenue which has been a very pronounced improvement, 
probably over the expectation of the Board, when they granted them 
these temporary certificates, which leads me to believe that there is a 
time in here that would justify the Board taking a little chance on 
the subsidy phase of the thing, because, as Senator Payne has pointed 
out here, and from the records, it has been disclosed that there is enough 
of this feeder line traffic that goes into the trunklines that enables that 
trunkline quicker to get away from the subsidy angle and getting onto 
a more profitable operating basis. 

I think the reason for this legislation has been possibly the hesitancy 
on the part of the Board to break through a little bit more quickly in 
giving some of these feeder lines who tailored their lines, surely with 
the suggestions made by the Board here, and their manageme nt, to a 
better operation. And we are getting a tremendous lot of requests for 
more consideration on the Board’s part as reflected in the demand 
for this type of legislation. I am going to read your statement with 
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much interest in here, but it does show a very definite progressive 
development on revenue, load factors, and the dickens of it is the cost 
factor is remaining fairly constant because of the type of equipment 
that they have to use on these short hauls, and no one apparently is 
willing to go into it on design or on a long-range building program 
that will enable these carriers to obtain the inal that would be 
much more efficient, because they don’t want to put that big invest- 
ment men enenent 8 hanging, and all those things. 

Mr. Gurney. Senator, I said when I started, and I will repeat now, 
that the Board does believe that some of these carriers are approach 

r the point where they should get their certificates, but we do not 
be slic ‘ve that any of them have yet graduated from college. Some of 
them are in the first year of college, some of them are m: iybe in the 
second or third year, but there are a lot of them still in high school 
and some of them clear down in the fourth or fifth grade. 

Senator Monroney. But isn’t it a fact—I think this is one of the 
strange realities of things—the one you have certificated for the 
longest period of time recently, some 7 vears, because of their per- 
formance, it will be 7 years from now before they will come up for a 
permanent certificate, yet the ones that are coming up now maybe 
might be given their permanent certification. 

You have no idea of originating a permanent certification hearing 
for some of the better ones immediate ‘ly, have you, those that have been 
certificated, say, for 7 years? 

Mr. Gurney. The Board has applications before it from a number 

f airlines for a hearing on permanent certification, but so far the 

soard has not set down the applications for hearing. 

Senator Payne. Sometimes a fellow likes to get a diploma on 
graduation. 

Senator Monroney. We have spent several years in the third grade. 
I can speak from experience. 

Senator Scnorrrent. It reminds me of the big league. Sometimes 
vou get a fellow who steps out from the third year of college and 
demonstrates to the pros that he can hit that old apple, too. 

Mr. Gurney. There are some of them that have skipped several 
grades. Icouldnamethem. They are doing a fine job. 

Senator Monroney. Any further questions ? 

Senator Bree. No questions. 

Senator Monronery. Thank you very much, Mr. Gurney, for coming 
up here. 

(The prepared statement of Mr. Gurney is as follows :) 


STATEMENT BY Hon. CHAN GURNEY, ACTING CHAIRMAN OF THE CIVIL AERONAUTICS 
BoarRD RELATIVE TO ITS HEARINGS ON 8S. 651, 8S. 1081, AND 517 oF S. 308 


Mr. Chairman and members of the committee, the Civil Aeronautics Board 
appreciates this opportunity to present its views on 8S. 651, S. 1081, and 517 of 
S. 308, which you are considering today. Each of these bills would amend the 
Civil Aeronautics Act of 1938 so as to incorporate therein a provision giving 
rights of permanent certification to the local service carriers. They are essen- 
tially the same in basic purpose, although they differ considerably in the detailed 
provisions whereby the purpose is achieved. While the Board was the sponsor 
of the local service experiment and continues to believe that the idea is sound, it 
is unable to support the enactment of any of these measures. 

The Board’s reasons for this position may be summarized as follows: 

1. Permanent certification would lessen the incentive which these carriers now 
have to increase their revenues and hold down their costs; 
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2. It would make more difficult the improvement of the route systems of the 
several carriers ; 

3. It would saddle the Government with an annual subsidy bill of over $20 
million for the indefinite future ; 

4. The proportion of subsidy to total revenues is still too high (an average of 
47 percent) to warrant permanent certification of all carriers in the group. 

On March 22, 1948, the Board issued an order authorizing investigation into 
the general problems concerned with extending air transportation to additiona 
communities and localities in the United States. In July of 1944 the Board 
issued its opinion and order announcing that it would proceed with the loca! 
service program. It is quite illuminating to review what the Board then said 
because it forecast with remarkable precision what the problem areas would be 
in this field. The Board there stated, and I quote from the Board’s opinion as 
published in 6 CAB at page 2: 

“The examiners found that the traffic potential at small cities is not encourag- 
ing, and that the cultivation of this potential at a reasonable cost to the Govern- 
ment and the traveling public will be possible only by taking advantage of every 
possible economy in each of the component elements constituting a sound trans 
portation service. The record substantiates the examiners’ finding in this respect 

“In connection with this relatively low traffic potential we believe it is desir 
able to emphasize constantly the fact that in attempting to develop this potential, 
local air carriers will be competing with the most highly developed rail and high 
way transportation systems in the world. The highway system not only provides 
a network of motor bus lines but also the roadway for the private automobile. 
We must assume that this vehicle will continue to carry the vast majority of all 
short-haul passengers, as in the past, and perhaps increase the proportion some- 
what after the war. The further development of these surface systems will also 
be intensified with increased emphasis after the war, and they will also reap the 
benefits of technical developments and improvements. These systems have their 
greatest utility in short-haul services. 

“The airplane, on the other hand, has had its greatest utility in the longer 
distance transportation market. In this market its outstanding characteristic of 
high speed gives it a great competitive advantage, and permits the fullest exploita- 
tion of its inherent characteristics. But this inherent competitive advantage 
diminishes sharply, with conventional type aircraft, as the length of the trip is 
reduced. Even in the long-haul market its speed advantage becomes less effec- 
tive as the number of intermediate points at which landings must be made on 
each flight is increased. 

“Thus, in going into the small-city, short-haul market, the airplane will be 
faced with the most intense kind of competition, with its principal selling point, 
speed, greatly diminished in value. While it will still have advantages to offer, 
the differential in fare that it now appears will be necessary will counterbalance 
them to some extent. Five cents per mile, the figure generally considered as the 
prospective passenger fare, is approximately three times the average fare for 
motor bus transportation. In addition there are many other factors, some of 
which were mentioned by the examiners, which will affect the traffic potential, 
such as the distance between the airport and city center, the time of day at which 
service will be scheduled, the frequency and regularity of schedules, the mail 
departure requirements, the extent to which reservations will be necessary, and 
many other details which will vary according to the locality and the city size.” 

The program thus conceived was both experimental and developmental. It was 
experimental in that it was then unknown whether there was any latent demand 
by the public for local air service. It was developmental in that it called for the 
tailoring of service by airplane to the specific transportation needs of the smaller 
communities, and the building up of a traffic demand where little or none existed 
In the Board’s opinion, although we have passed through the experimental stage, 
we are right now in the middle of the developmental stage. You have heard from 
the lips of the several witnesses who have preceded me of the splendid progress 
that the local service carriers are making as a group, but so long as the public 
use of such service is not meeting the costs, the goal has not been achieved. 

What we are seeing in the local service field is in net effect no different from 
the history of what has happened so many times under the American system of 
competition and free enterprise. One man will think of a new product or service 
which can fill a need on the part of the public. A second man will see ways to 
improve on the product or service. Healthy competition results and the public 
benefits. The necessity for economic survival both betters the product and culti- 
vates the taste of the consumer for it. 
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In the field of local service air transportation, it is not now possible to have this 
free competitive play. For the foreseeable future the local service traffic will 
not support more than one local service carrier in each area. However, under the 
practice of temporary certification heretofore pursued by the Board, there still 
remains a strong economic incentive for local service managements to improve 
their service, to use their greatest ingenuity to create a greater demand on the 
part of the public, and to mold their product to that demand. At the expiration 
of each temporary certificate, it is necessary for the carrier to prove that his 
service has been of increasing appeal to the public. Some have failed in this 
test. For example, during the period since local air service was initiated, three 
local service carriers have failed to develop any promise of success, and their 
operating authority was not renewed. This is certainly a lower rate of attrition 
than is the case with most newly developed products, but the possibility of failure 
s sufficient to drive all local service managements to even greater efforts to in- 
crease the appeal of local air transportation. 

The permanent certification of the 14 local service companies would prac- 
tically eliminate the incentive of economic survival. Enjoying a monopoly 
position, with a governmental undertaking in the Civil Aeronautics Act to make 
up any deficit in their operations, and not confronted with the need for justify- 
ing their continued existence at periodic intervals, these 14 companies would 
have no reason to fight to render better public service. In the end it would 
be the small communities served by these carriers which would suffer. 

One of the most distressing arguments the Board has heard in relation to 
permanent certification is the comparison of the subsidy bill of $20 to $25 
million with the many times greater amount which the Government spends on 
rural free delivery, crop support programs, and other activities of the Govern- 
ment involving direct or indirect subsidization. This argument appears to us 
to be premised on the concept that local air service as a whole will never pay 
its own way, and that the program as we now know it must be retained at this 
comparatively moderate cost. In the Board’s opinion the cost of permanent 
certification in dollars would be insignificant compared with the cost to the 
Nation of the stultifying effect of guaranteed economic security to these carriers. 

You have heard the gratifying statements of some of the preceding witnesses 
relative to the large precentage growth in traffic carried in January and Febru- 
ary of this year by their respective local service carriers. This demonstrates 
to our way of thinking that permanent certification is unnecessary to the car- 
riers in their striving toward the goal of economic self-sufficiency. We believe 
that it could very easily have a harmful effect on that effort and might well be 
the direct cause for increase in subsidy needs. The reasons for this are, we 
believe, self-evident. Just as permanent certification would have a softening 
influence on the carriers themselves, so could the fact that the United States 
Government has undertaken in effect permanently to make up their deficits con- 
stitute an open invitation to all those with whom the local service carriers do 
business to raise their prices for goods and services. The bargaining power of 
the local service carriers to hold down their costs would be largely emasculated. 

Nor do we believe that permanent certification would solve the equipment 
problem, which the Board thinks is one of the major difficulties which confronts 
the local service carrier. This problem has two aspects, one the matter of de 
signing a suitable local service airplane, the second, the matter of financing such 
equipment on the most advantageous terms. So far as the design phase is con- 
cerned, it is extremely doubtful in our opinion that the absence of permanent 
certificates for these 14 local service carriers has played any material role. As 
indicated before there is no doubt in any of our minds that local air service as 
i transportation medium has passed beyond the experimental stage. The need 
for an efficient aircraft to perform that service is vital, whether the routes be 
operated by these 14 carriers or by other local operators. Manufacturers re- 
quire the assurance of a market for their product—a market which is measured 
by the amount of local service performed rather than by the identity of the 
persons performing it. The Board has in the past continuously supported 
legislation which would provide Government aid in the financing of a prototype 
design to meet this aspect of the problem. We continue to endorse this type of 
legislation. 

If a real need has been shown that new equipment financing is difficult and 
costly for local service carriers, the Board would favor some form of legislation 
which would bring equipment financing costs of the local service carriers down 
to the level proportionately of new acquisitions of rolling stock for rail carriers. 
But to try to solve this problem through permanent certification would fall far 
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short of its purpose, we believe, and would bring about the strong disadvantags 
which I have outlined above. 

In response to a request from Senator Bricker, then chairman of the Com 
mittee on Interstate and Foreign Commerce, the Chairman of the Civil Aer 
nautics Board on December 17, 1954, submitted a letter discussing the Board's 
view toward permanent certification legislation and transmitting an analytic 
review of the experience of all local service carriers during the 4 calendar years 
of 1950 through 1953. This review, a tabular report, entitled “Local Servic 
Routes,” has been brought up to date, for the committee’s information, through 
the 12 months’ period ended September 80, 1954. For that 12 months’ period 
the carriers’ reports show that, as a whole, their excess of operating expenses 
over their commercial revenues amounted to approximately $24,400,000. Tot 
mail payments, including both service mail pay and subsidy, amounted to 
$25,247,493. Of this total, more than 95 percent would represent subsidy. 

The “Routes” reports show significant traffic and financial results reported by 
each local service carrier. In addition, the report presents 15 measurements 
of traffic density, financial operations, and carrier progress from year to year 
Certain of the 15 show each earrier’s improvement, or lack of improvement, 
from 1 year to the next. Others of the 15 show each carrier’s traffic and financial 
accomplishments in relation to the industry average. It should be pointed out 
that, in any determination of relative standings of the carriers among the whole 
group, there can be—and there are—shifts from one carrier to another in rank- 
ings for the entire group. For example, the “Routes” reports show that while 
only 1 earrier in 1958 excelled in all 15 of the measurement groups presented, 
that same carrier for the 12 months’ period ended September 30, 1954, dropped 
back in 1 of the measurement groups, and a second carrier excelled in all of the 
15 measurement groups. There is no reason to think that, from year to yea 
at this stage of development of the local service routes, the carriers will not con- 
tinue to shift in relative position to each other in showing trends of operational 
results in one direction or another. 

Despite the favorable short-term showing of the carriers during the high sea 
sonal months of 1954, no carrier has petitioned the Board, as provided for by 
the act, for a reduction in its rate of service mail pay or its subsidy. In sum 
mary, total Government support of the local service carriers has represented, 
during the most recently reported 12 months, 47 percent of all revenue received 
by the carriers, as a whole. For individual carriers this proportion varied be 
tween slightly more than 25 percent, as a low, and 80 percent, as the high. 

To come now to the legislation proposed in S. 651, it is likely that the proviso 
in S. 651 is intended to meet, at least in part, the objections which the Board 
has expressed respecting permanent certification of all local air route authoriza 
tions. SS. 651 provides in part that “ * * * the Board * * * shall * * * issue 
a certificate or certificates of unlimited duration, authorizing such applicant to 
engage in air transportation between the terminal and intermediate points within 
the continental limits of the United States between which it, or its predecessor, 
so continuously operated between the date of enactment of this section and the 
date of its application: Provided, That the Board in issuing the certificate is 
empowered to limit the duration of the certificate as to those intermediate points 
which have, over a reasonable period of time, generated insufficient traffic and 
revenues to reimburse the applicant carrier for its direct costs and a reasonable 
share of its indirect costs incurred in serving such points.” 

The Board’s attitude toward this proviso can be summarized as follows: 
While we do not believe that it cures in any material degree our objections to per- 
manent certification by legislation of the local service carriers as a group, it 
would grant the Board some additional flexibility in administering the local 
service route pattern. Thus, if the Congress should decide, despite the argu- 
ments we have advanced, to adopt legislation granting permanent certification, 
we would rather have it with the proviso than without the proviso. 

Let me explain our difficulties more in detail. Our 14 local service carriers 
serve points in 14 different areas of the country. The boundaries of these areas 
are not uniform in pattern, but are defined by reference to the routes operated. 
As our appendixes show, there is a considerable difference in the success which 
the carriers have had in conducting local service operations. Poorer showings 
can be attributed to any one or all of three causes: Poor route layout, isolation 
factor of the territory served, or defects in management. Under the act as it 
now stands, the Board can at each renewal period reexamine the carrier’s route 
structure and make such modifications in it, including the changing of the shape 
of the whole area served, as it finds will best suit the public convenience and 
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necessity. It may well be that a part of the territory, served at a loss by one 
local service carrier, could be incorporated into the route system of an adjoining 
arrier and served by the latter at a profit—which means that the publie¢ in the 
rea would be geting better service. 

The bills, both with and without the proviso would permanently free the areas 
now served and would hand them over on a permanent basis to the present 14 
carriers. In effect, it establishes 14 separate closed systems, which will prevent 
the Board from making needed route readjustments for 1 carrier into an area 
erved by another. It does so on the basis of 14 areas which the Board is by no 
means prepared to say represent the ideal in either size, shape, or number 

This freezing of the local service pattern protects the weak at the expense of 


the strong. Since it will not be possible in the foress enuble tuture for local service 


points to Support any substantial amount of direct competition, the Board will not 
be able to award competitive routes in an adjoining area to a strong carrier to 
make it stronger. Merger or acquisition of control of the weak carrier would still 
be possible, but the ironclad protection granted the weak carrier through perma- 
nent certification and subsidization would place him in a tremendous bargain- 
ing position. 

The creation of 14 geographically separated monopolies is what makes this bill 
different in economic impact from the permanent certification of the trunk car- 
riers through the grandfather provisions of the Civil Aeronautics Act. With 
the trunks, the great traffic potential between large cities and the outstanding 
advantage of the airplane in long-haul transportation, made point-to-point com 
petition economically possible, thereby giving the Congress, through the Board, 
the power to provide the incentive for improved service to the public and through 

self-sufficiency. This tool is simply not available in the local service field 
because there just isn’t enough traffic to warrant more than one carrier on the 
great majority of local service routes. 

The proviso would of course allow the Board to make adjustments in the 
route pattern for each local service carrier within its own area. This is of some 
benefit to the public, but it would not be of material help in changing the size, 
shape, or number of the local service areas. It is also doubtful whether it would 

ermit markedly greater flexibility than what would be possessed by the Board, 
without the proviso, under section 401 (h) of the Civil Aeronautics Act. That 
section does give the Board the power to alter, amend, modify, or suspend even 
. permanent certificate, in whole or in part. Substitution of nonprofitable inter- 
mediate points is believed well within this power. 

In addition, it is possible that permanent certification of terminals, accom- 
panied by temporary certification of intermediate points, could ultimately lead 
to the abandonment of service to the intermediate points thereby threatening 
service to some communities where service is needed and justified. 

We have made a tentative review, for four local service route systems, of the 
route segments specifically certificated to those local carriers, for the purpose 

f identifying the main terminal-to-terminal, of city-to-city, services that both 
the local and trunkline carriers would be authorized to operate on a permanent 
basis. We have also reviewed the traffic generation, by the local service carrier, 
at the intermediate points named on individual route segments. This review 
has been put in tabular form, and is being furnished for the committee’s informa 
tion (appendix B). 

Southern Airways is presently authorized in the southeast part of the United 
States to operate local service route No. 98, over 4 route segments, in the 8-State 
area of Louisiana, Tennessee, Mississippi, Alabama, Georgia, South Carolina, 
North Carolina, and Florida. (Terminal cities, only, are served by Southern 
in the States of Florida, Tennessee, and North Carolina.) The carrier’s segment 
No. 1 stretches from Memphis to Charlotte, N. C., via 10 intermediate points. 
Three trunkline carriers serve, among them, the relatively heavy traffic combi 
nations of Memphis-Atlanta, Memphis-Charlotte, Atlanta-Charlotte, Atlanta-Bir 
mingham, Memphis-Birmingham, and Birmingham-Charlotte. Of intermediate 
points on Southern’s present segment No. 1 that are not served by trunkline 
carriers, only 2 cities enplane 10 or more passengers per day. Whether or not 
such low-traffic cities can be said to meet their total direct costs, and a reason- 
able share of the carrier’s total indirect costs, would have to be determined, but 
we do know that normally a large volume of short-haul passengers is needed if 
their revenue is to cover their total cost of transport. 

Southern’s segment No. 2 authorizes service to five intermediate cities between 
terminals Atlanta and Jacksonville. Trunkline air carriers provide direct serv- 
ice between the terminal cities, and between Atlanta and Columbus, Ga. Only 
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2 cities served as intermediate points on Southern’s segment No. 2 generat 
more than 10 passengers enplaned daily, and these 2 cities are also served )}; 
trunklines on various schedules. 

Southern Airways until 1953, after decision by the Board in their first renew: 
proceeding, served a segment naming three intermediate cities between termina 
Columbus, Ga., and Charleston, 8S. C. Only 2 of the 3 intermediate cities wer 
actually served, Macon and Augusta, as the third city had no adequate airport 
A trunkline carrier provided service between Augusta and Charleston. Trun| 
line carriers provided other air service in other directions to each city serv 
on Southern’s segment No. 3. In its decision of April 14, 1953, on whether t 
renew the temporary authorization held by Southern to serve this segment, it w: 
found, first, that the average traffic response had filled only 20 percent of thi 
eapacity offered over the full segment; second, that a net annual saving of 
$125,000 would result if the segment in total were eliminated; and, third, that 
“the comparatively little use made of Southern’s service by these cities ind 
eates that they will be losing something for which they have little need.” Sinc 
trunkline carriers already provided service apparently satisfying the need, and 
since the limited traffic response at the two intermediate cities and the Charles 
ton terminal served by the local carrier had been proved uneconomic, there was 
no justification for the segment as a whole or for any part of it. However, if 
the segment terminals had been permanently certificated to Southern the term 
nation of service at the intermediate cities would have left Southern authorized 
to perform nonstop service between the segment terminals, cities which had shown 
no substantial response to the service already offered by Southern. 

Other sets of examples we are furnishing for information include segments 
now temporarily authorized to Allegheny Airlines, on local service route No. 97 
Referring, for example, to the carrier’s segment No. 2, authorizing local service 
between the terminals of Washington-Baltimore and New York via the inter 
mediate points of Easton, Salisbury, Georgetown-Rehoboth Beach, Cape May, 
Dover, Atlantic City, and Asbury Park, it is seen that trunkline carriers hold 
permanent certificates for city combinations of high density, and that the points 
receiving exclusive service by Allegheny are, as a whole, relatively low in gross 
volume of traffic put on board and, in part, seasonal in nature. 

The segments now temporarily certificated to Trans-Texas Airways, operating 
in the Texas-Arkansas area, indicate also that further progress in traffic genera 
tion at the exclusively served intermediate points should be made before it can 
be found that the local, short-haul services authorized would justify further 
or permanent, certification. 

Comparable information respecting the three segments temporarily authorized 
to Southwest Airways is also herewith furnished. This local carrier’s high 
traffic cities are its Los Angeles and San Francisco-Oakland terminals, and 
three of the California communities which are temporarily suspended from 
United’s Route 1 for the duration of Southwest Airways’ present temporary 
certificate. 

We feel that although, on the whole, the four carriers here selected at random, 
as well as other local service carriers, have made admirable progress in develop 
ment of traffic and revenues at many of the points they serve exclusively, it would 
be premature to permanently certificate terminals of segments when the future 
progress of intermediate cities is as yet unknown. 

The Board's experience has shown that the subsidy need of a carrier must 
be considered in the light of whole route segments and services, rather than, 
in most cases, individual intermediate cities. To illustrate this, we recall an 
analysis made in 1953, of the traffic experience at stations served exclusively 
by local service carriers during the preceding year. At that time nearly 200 
stations or the majority of all local service carriers’ stations, received exclusive 
loeal service and, of these nearly 130 generated fewer than 6 passengers a day 
It was estimated, concerning those 130 stations, that if it were possible to 
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iminate their service, although not possible to reduce the number of flights 
ffered on the route segments, a total saving of less than $2 million annually 
uld have been attained. And as the Board’s “routes” report shows, in 1953 
e total operating break-even need of the carriers was approximately $25 million 
he $2 milion saving possible for the 130 small cities would have represented less 
han 10 percent of the carriers’ need. In other words, if it is not possible to 
iminate whole segments, or parts of a route, over and above individual inter 
ediate stations, the opportunity for reduction in subsidy is greatly lessened. 

Mr. Chairman, in conclusion I would like to restate the position of the Board 
- follows: 

1. The Board bows to no man in favoring air service to small Communities of 
e United States on a permanent basis. 

2. The only way to obtain permanency on a solid foundation is for each local 
service carrier to offer a service so appealing to the public it serves that it makes 
money. 

3. Permanent certification by legislative action would grant to these 14 
ompanies a degree of economic security heretofore unknown in the United 
States—a de facto monopoly for each on a permanent basis with a virtual 
zuarantee of a livelihood by the Government. 

$, Such economic security would kill the initiative necessary to produce 
he kind of local air service needed by the small communities of the United 
States. 

5. Permanent certification would raise the cost to the local service carriers 
f services and supplies. 

6. Permanent certification would wall off the United States into 14 separate 
ocal service areas, virtually unchangeable in size, shape, and number, regardless 
f the public convenience and necessity of the areas. 

7. In protecting the weak carriers, it would put obstacles in the way of the 
trong carriers becoming stronger by prohibiting in effect, route extensions 
outside a carrier’s protected area. 

8. Permanent certification would not materially aid local service carriers in 
obtaining necessary new equipment. soth manufacturers and bankers are in- 
terested in a sound market for the manufactured product—for the one it assures 
saleability of the airplane, for the other security for his loan. These results 
can be better achieved by legislation involving governmental aid which would 
ace local service carriers on a footing of equality. Such an approach is the one 
the Board endorses. 

9. If, notwithstanding the foregoing, the Congress decides that permanent 
certification of the local service carriers is in the best interest of the country 
the Board would prefer the inclusion of the proviso in S. 651 as giving it slightly 
more flexibility. 

CiviL AERONAUTICS BOARD 


Washington, D. C. 


Local Service Routes By Calendar Year 1950-53, and 12-Month Period Ended 
September 30, 1954 


MEASUREMENTS OF FINANCIAL OPERATING RESULTS, TRAFFIC DENSITY, AND THE 
TREND OF CARRIER PROGRESS 


Supplemental Report No. 1: Prepared as of January 18, 1955, as a supple- 


mental report to the “Local Service Routes, 1950-53” report, issued in Decem- 
her 1954. 
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TABLE 100 Summaru of all carriers and all measurement groups for ft) 
12-month period ended Sept. 30, 1954 
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Taste 101.—Summary of group I: Measurements of financial operating resu 
(12-month period ended Sept. 30, 1954) 
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LE 102.—Summary of group II: Measurements of traffic density (12-month 
period ended Sept. 30, 1954) 


Were the carrier’s financial operating results better than the average in the 
month period? 


{Relative rank of carrier shown in parentheses] 
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laBLe 103.—Summary of group III: Measurements of progress (12-month period 


ended Sept. 30, 1954, compared with calendar year 1953) 
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Yes (7).- 


Yes (1) 
Yes (12) 


| Yes (11 


Yes (13) 
Yes (3) 


| Yes (14) 


Yes (6 
Yes (8) 


(12).| No (14)_| No (15) 


Increase 


in pas- 
senger 

load per 

revenue 

| plane- 
mile 


Yes (4) 


Yes (3 


Yes (10). 


Yes (8) 


Yes (7) -- 
Yes (1)-- 
Yes (12)_} 
| Yes (11) 


Yes (9) 
Yes (11) 
Yes (2) 


Yes (14)_| 


Yes (6 
Yes (5) 
No (15) 


Increase 
in pas- 
senger- 
miles per 
route- 
mile per 
day 


Yes (1 
Yes (5 
Yes (8). 
Yes (7) 


| Yes (12) 
Yes (9)-. 
Yes (2)-. 


Yes (6) 


Yes (10) 


No (13). 


Yes (4) 


| Yes (3) 


No (14) 


| No (15). 


Increase 
in pas- 
sengers 
per 
Station 
per day 


Yes (1 
Yes (2). 
Yes (6 
Yes (5) 
Yes (10 
Yes (8) 
No (13 

| Yes (11). 
Yes (9 
Yes (12) 
Yes (7)-- 

| Yes (3)-- 
Yes (4) 


Incr 
in pas 
senger- 
niles per 
station 
per day 


ise 


| 
| 


No (14).| No 


No (15) 


No (15). 
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TABLE 200.—Group I: Measurements of financial operating results 


COMPARATIVE RESULTS IN FINANCIAL OPERATIONS FOR THE 12-MONTH PERIOD 


ENDED SEPT. 30, 1954 


1. Do the carrier’s commercial revenues equal its operat- 
ing break-even need (excess of expense over com- 
mercial revenue) ? 


2. Is the carrier’s total mail pay per revenue plane-mile 
flown lower than the local service industry average 
for 12 months ended September 30, 1954 (53.88 
cents) ? 


3. Is the carrier’s total mail pay per dollar of commercial 
revenue lower than the local service industry average 
for 12 months ended September 30, 1954 ($1.17) ? 


4. Is the carrier’s commercial revenue per revenue plane- 
mile higher than the local service industry average 
for 12 months ended September 30, 1954 (58.15 cents) ? 


Source: Tables 1 to 4, inclusive. 


12 months ended 
Sept. 30, 19 
Allegheny 
Bonanza 
Braniff, 
106 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
Allegheny 
Bonanza 
sraniff, 
106 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
West Coast 
Allegheny 
Bonanza 
Braniff, 
106 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
West Coast 
Allegheny 
Bonanza 
Braniff, 
106 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 


Route N 


Route N 


Route N 


Route N 


TABLE 201.—Group II: Measurements of traffic density 


COMPARATIVE RESULTS IN TRAFFIC DENSITY FOR THE 12-MONTH PERIOD 


ENDED SEPT. 30 1954 


5. Is the ecarrier’s average passenger load per revenue 
plane mile higher than the local service industry 
average during 12 months ended September 30, 1954 
(9.12 passengers) ? 


6. Is the carrier’s average passenger-miles per route mile 
per day higher than the local service industry average 
during 12 months ended September 30, 1954 (56.42)? 


12 months ended 
Sept. 30, 1954 
Allegheny 
Bonanza 
Braniff, 
106 
Mohawk 
Piedmont 
Pioneer 
Southwest 
Allegheny 
Braniff, Route 
106 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 


Route N 
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TABLE 201.—Group II: Measurements of trafic density—Continued 
12 months ended 
Sept. 30,1954 
Allegheny 
Braniff, Route 
106 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 
Allegheny 
Braniff, Route 
106 
Mohawk 
North Central 
Piedmont 
Pioneer 
Southwest 


7. Is the carrier’s average passengers per station per day 
higher than the local service industry average during 
12 months ended September 30, 1954 (17.24) ? 


No. 


8. Is the carrier’s average passenger-miles per station per 
day higher than the local service industry average 


during 12 months ended September 30, 1954 (3,296.7) ? 


No. 


Source: 


CARRIERS SHOWING 
1950-53 AND THROUGH THE 12-MONTH PERIOD ENDED §S 


Tables 5 to 8, inclusive. 


TABLE 202.—Group III: Measurements of progress 


9. Was there a decrease from the pre- 


ceding 


year in the carrier’s total 


mail pay per revenue plane-mile? 


10. Was the 


preceding 


total m 
mercial 


re a decrease from the 
year in the carrier’s 
ail pay per dollar of com- 
revenue? 


11, Was there an increase over the pre- 


ceding 
mercial 
plane-n 


year in the carrier’s com- 
revenue per revenue 
iile? 


FAVORABLE 


12 months 
ended Sept. 30, 
1954 


| Allegheny 


| Central 





Central 


| Frontier 


Mohawk 


| North Central 


Ozark | 


Southern 


PROGRESS 


DURING 


In 1953 


Allegheny 

Bonanza 

Braniff Route 
No. 106 


| Mohawk 
North Central | 


Ozark 


| West Coast 


xxx 
Allegheny 


| Wiggins 


Allegheny 


| Bonanza 


Frontier 
Lake Central 
Mohawk 

North Central | 
Ozark | 


Southern 
Southwest 
Trans-Texas 
West Coast 


222 
Allegheny 
Bonanza 
Braniff Route | 
No. 106 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


Southern 
Southwest 
Trans-Texas 
West Coast 


Braniff Route | 


No. 106 


| Central 


Frontier 


Mohawk 


North Central 
| Ozark 


Southwest 
West Coast 


Wiggins 
Allegheny 
Bonanza 
Braniff Route 
No. 106 
Central 
Frontier 


| Lake Central 


Mohawk 


North Central 


Ozark 


Pioneer 
Southern 
Southwest 


THE 4 CA 
EP1 


In 1952 


Bonanza 
Braniff Route 
No. 106 


Lake Central 
Mohawk 
North Central 


Southern 


Bonanza 
Braniff Route 
| No. 106 


Frontier 


North Central 
Ozark 


| Pioneer 
Southern 


Trans-Texas 
|} West Coast 


Wiggins 


Bonanza 
Braniff Route 
No. 106 


Frontier 


North Central 
Ozark 


Pioneer 
Southern 

| Southwest 
Trans-Texas 
West Coast 


| vr: 
| Wiggins 


LEN 
3i 


D YEARS 


AR 


In 1951 


Allegheny 


Braniff Route 
No. 106 


Frontier 


Mohawk 
North Central 
Piedmont 
Pioneer 
Southern 
Southwest 
West Coast 
Empire 
Allegheny 
Bonanza 
Braniff Route 
No. 106 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Pi ivy 
Pioneer 
Southern 


nt 


South west 
Teams 
West ¢ 
Empire 
Wiggins 
Allegheny 
Bonanza 
Braniff 
No. 106 
Central 
Frontier 
Lake Central 
Moh iwk 
North Central 
Ozar 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 
Empire 
Wiggins 


Texas 
‘oast 


Route 
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TABLE 202.—Group III: Measurements of progress—Continued 


12. Was there an necrease over the pre- 
ceding year in the carrier’s pas- 
senger load per revenue plane- 
mile? 


r the pre- 
he carrier’s pas- 
route mile per 


ce Ove 


14. Was there an increase over the pre- 
ceding year in the carrier’s pas- 
sengers per station per day? 


15. Was there a 
ceding year in the carrier's pas- 
senger-miles per station per day? 


Source: Tables 9 to 15, inclusive, 


|xxx 
n increase over the pre- 


12months | 
ended Sept. 30, | 
1954 | 


Allegheny 
Bonanza 
Braniff Route 
No. 106 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


Southern 
Southwest 
Trans-Texas 
West Coast 


A lleghe ny 
Bonanza | 
Braniff Route 


No. 106 


| Central 


Frontier 

Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


| Southern 


Trans-Texas 


x x x 
Allegheny 
Bonanza 
Braniff Route 
No. 106 
Central 
Frontier 
Lake Central 


North Central | 
Ozark 
Piedmont 


Southern 
Southwest 
Trans-Texas 


Allegheny 
Bonanza 
Braniff Route 
No. 106 
Central 
Frontier 
Lake Central 
Mohawk 


| North Central 
Ozark 


| 
1 | 
Piedmont | 


| Southern | 
| Southwest 


Trans-Texas 


xxx | 


In 1958 


Allegheny 

Bonanza 

Braniff Route 
No. 106 


Frontier 

Lake Central 
Mohawk 
North Central 
Ozark 


Pioneer 
Southern 


| Southwest 


Wiggins 
Allegheny 
Bonanza 
Braniff Route 
No. 106 


Frontier 

Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 


Southwest 
lrans-Texas 
West Coast 


Wiggins 
Allegheny 
Bonanza 


In 1952 


Bonanza 
Braniff Route 
No. 106 
Central 
Frontier 
Lake Central 


North Central 
Ozark 


Pioneer 
Southern 
Southwest 


| Trans-Texas 


| 
| 
| 


} 


West Coast 


Bonanza 


Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 


| Southern 


Braniff Route | 


No. 106 


Frontier 

Lake Central 
Mohawk 
North Central 
Ozark 


| Piedmont 


Southwest 
rrans-Texas 
West Coast 


| Wiggins 


Allegheny 
Bonanza 


Southwest 


West Coast 


Bonanza 
Braniff Route 
No. 106 


| Central 


Frontier 
Lake Central 


North Central 
Ozark 
Piedmont 
Pioneer 


|} Southern 


Southwest 


| Trans-Texas 


Braniff Route | 


No. 106 
Central 
Frontier 
Lake Central 
Mohawk 


North Central | 


Ozark 
Piedmont 


Southwest 
Trans-Texas 
West Coast 


Wiggins 


West Coast 


| Central 


Frontier 
Lake Central 
Mohawk 


North Central 


Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 


West Coast 


Central 


In 1951 


Allegheny 
Bonanza 
Braniff R 
No. 106 
Central 
Frontier 
Lake Cent al 
Mohawk 
North Centr 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
rrans-'Texas 
West Coast 
W iggi 
Allegheny 
Bonanza 


Braniff Route 


No. 106 
Frontier 
Lake Central 
Mohawk 
North Centr 
Ozark 
Piedmont 
Pioneer 
Southern 


| Southwest 


Trans-T exas 


West Coast 


| 
| 


Empire 
Wiggins 
Allegheny 
Bonanza 
Braniff Re 
No. 106 
Central 
Frontier 
Lake Centra 
Mohawk 
North Ce 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-T« 
West Coast 
Empire 


| Wiggins 


Allegheny 
Bonanza 
Braniff 

No. 106 


| Central 


Frontier 
Lake Central 
Mohawk 


North Central 


| Ozark 


Piedmont 
Pioneer 


| Southern 


Southwest 
Trans-Texas 
West Coast 
Empire 
Wiggins 


HN 


Route 





Arit 
Car 


PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 161] 


LocAL SERVICE RoutEsS—Group I: MEASUREMENTS OF FINANCIAL OPERATING 
RESULTS 


TABLE 1.—Dollars of operating breakeven need per dollar of commercial 
* 1 
revenue 


{By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


Relative 
rank, year 
ended 
Sept. 30, 


1954 


! 

12 months 
ended 
Sept. 30, 
1954 


ers in operation in 1954: 
Allegheny 

Bonanza 

Braniff route No. 106 
Central 

Frontier 

Lake Central 

Mohawk 

North Central 

Ozark 
Piedmont 
Pioneer 
Southern 
ithwest 
l'rans-Texas 

West Coast (merged company) - g ’ 

Empire — : ncieiatninie’ xx x c } ) a 1 
West Coast x} x Xx 1 

thmetic average —— le . of .f : 2. 28 

ers not in operation in 1954: | 

Mid-West J ait - 523.2 25. 1% 7 10. 98 


W iggins i oe ‘ ‘ zzz . 9. 86 ‘ 13. 02 


From tables B and C, 





Total mail pay and subsidy per revenue plane-mile flown’ 


]By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954[ 


| 
Relative 
rank, year 
ended 
| Sept. 30, 
1954 


12 months 
ended 
Sept 30, 
1954 


Yarriers in operation in 1954: Cents Cents 


Allegheny 5 43.19 3 49. 21 
jonanza he wiedea ¢ 53. 64 §2. 67. 66 
Braniff route No. 106... oie ‘ 36 10. 20 
Central..... ‘ ; f ( : 3 87. 33 
Frontier A acess < 5. 57 . 92 2 56. 58 
Lake Central ‘a 2 76 64. 99 
Mohawk e —— 7 < 5 d 2 | 45. 62 50. 31 
North Central iodides wea ne 5. 5 3 60. 03 
Ozark wae . 2. 5s . 67 ‘ 83. 51 
Piedmont_... ae é 34. ¢ ( 25 22. 02 
I cssiresee oat . 56 37. 38 | 29. 26. 68 
Southern dara nibesncern : 4. 57. 38 | } 63. 95 
Southwest_..- a { 42. ¢ 39. § 37. { 31. 23 
Trans-Texas- - - 1. 5 .47 | f | 56. 04 | 
Vest Coast (merged company) - - ‘ ¢ 47. 02 | g zz 
Empire 5 site dda i in } c } x c 47. 54 
West Coast wartinie x x .. 2 ) x 47.45 55. 8 
metic average - - - F as 3. 88 | = 53. : 51. 55 53. 58 
riers not in operation in 1954: | | 
Mid-West a edits inate cx | 42. 09 42. 09 


Wiggins ; Sates , : nil zs 22 | 62. 36 58. 33 








From tables A and G, 
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TABLE 3.—Dollars of total mail pay and subsidy per dollar of commercial 
3 
revenue 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


| Relative 12 months | 
rank, year nded 
ended | Si mr “x 
sept. 30, Sept. 30, 


1953 | 1952 1951 


Carriers in operation in 1954 
Allegheny. 
Bonanza 
Braniff Route No. 106- 
Central 
Frontier 
Lake Central 
Mohawk.. 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast (merged company) 
Empire 
West Coast 
Arithmetic average 
Carriers not in operation in 1954: 
Mid-West 
Wiggins 


_ 
[WN RON BK OI wa 


Ow 


— at pt 


_ 


- 


4 From tables A and C, 


TABLE 4.—Total commercial revenue per revenue plane-mile * 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


Relative 
| rank, year | 
| ended 
Sept. 30, 
1954 


12 months 
ended 
Sept. 30, 
1954 


1951 


Carrier in operation in 1954: ent: | Cents | Cents 
Allegheny | { | 56.15 59. 60 
Bonanza spiadpeiiedan 9. 23 57. 52. 86 46. 02 
Braniff Route No. 106_..-.__-- | é 5. 33 | : 67. 87 | 56. 43 
Central ' canal t 24. 43 20. 18. 43 21. 76 
Frontier ‘ as ‘ 51. 5. § 41. 65 35. 07 
Lake Central. ; ile | 33. 31. 49 35. 87 
Mohawk iknsoeroneeiecel . 64. 72 | 72. 08 
UE SPIE sa x cnndkiceonnancesaal 5 56. 53. | 46. 20 
Ozark tetas ' 31. 24. 03 
Piedmont sn -| | 43. 64. 5 65. 00 
Pioneer sick ike pnens ean - 60 | 9. 77. ¢ 62. 22 
Southern -- -- : die aa 4 3. 39. 37. 25 | 33. 03 
Southwest a2 | 85. 55 76. 5S 38. 1! 63. 40 
Trans-Texas ; 3 | 38. 51 d 
West Coast (merged company) ---| 9 | 52. 07 

Empire dina ecneeaes 





West Coast ; ets livanotetl aie 
Arithmetic average Fh cossctialiaael 58. 15 
Carriers not in operation in 1954: 

Mid-West_- i 
Wiggins-.-- 














4 From tables C and G. 
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LocAL SERVICE RoutEsS—Grovup II : MEASUREMENT OF TRAFFIC DENSITY 


TABLE 5.—Average passenger load per revenue plane-mile (in scheduled 
services )* 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


Relative 
rank, year 
ended 
sept. 30, 
1954 


12 months 
ended 
Sept. 30, 


1954 


1953 1952 1951 


n operation in 1954: 
heny ‘ 
nanza 
niff Route No. 106-- 
tral 
ntier 
ke Central 
hawk 
rth Central 
irk 
imont 
neer 
thern 
thwest_- 
-Texas . 
t Coast (merged company) 
Empire i 
West Coast eoee 
etic average " 
rr not in operation in 1954: 
Mid-West- 


reins 


Po 


>— pm 1D 


x 


m tables J and H. 
TABLE 6.—Average passenger-miles per route-mile per day (in scheduled 
services)? 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


Relative 
| rank, year 


12 months 
ended 
Sept. 30, 
1954 


} 
ended 


Sept. 30, 
1954 


| 
| 


in operation in 1954: 

gheny 

nanza . 

niff Route No. 106 

tral 8. 37 
ntler - . . nnwee 3. 26 
ke Central. .-_... PER 14 2! ‘ll 
hawk ese ' 5 RS 56 
rth Central | 79 


wo 
mrhonh 


SeeKyoe > 


‘2 


Pb) 


18 
52 


28. 40 
82.19 


imont 
nee 
ithern 
thwest 
ns-Texas 26. 34 
t Coast (merged company) 44.95 
Empire ‘ ~ XXX 
West Coast. = XXX 
tic average . ate ; 4! 52. 18 48. 30 
not in operation in 1954: 
i-West_. ‘ as : , ' 76 


Wiggins if Ken Seicaalac ' x c 1.77 


_ — 
Snow -nmea- 


tables J and F. 
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TABLE 7.—Average passengers per station per day (in scheduled servicc 


[By calendar year, 1950-53, and 12-month period ended 


Relative 
rank, year 
ended 
Sept. 30, 
1954 


12 months 
ended 
Sept. 30, 
1954 


Frontier 
Lake Central 
Mohawk 
North Centr 
Ozark 
Piedmont 
Pioneer 
pouthert 


Sou 


Trans-Texa 
Vest Coast (merged company 
Empire 
West Coast 
Arithmetic average 
Carriers not in operation in 1954 
Midwest 


gins 
3 From tables K and F 


TABLE 8.—Average passenger-miles per station per day 


[By calendar year, 1950-53, and 12-month period ended 


Relative 

rank, ye 
ended 

Sept. 30, 
1954 


12 months 
ended 
Sept. 30, 


1954 


Carriers in operation in 1954: 
Allegheny 
Bonanza 
Braniff Route No. 106 
Central 
Frontier ; 2, 801.0 
Lake Central , 344.6 
Mohawk i, 385.8 6, O89. 
North Central } 3, 561.7 3, 152. 
Ozark 5 , 039. 2 1,851. 
Piedmont... 3,277.7 | 6,051 
Pioneer 3 5, 065. 4 5, 667. $ 
Southern : 2, 073.5 1, 743. ¢ 


Southwest 4 , 147.1 3, 934. 3 


Trans-Texas , O86. 3 1, 838. ¢ 
West Coast (merged company 2, 434. 5 2, 511. § 

Empire. 

West Coast . ‘ B - 
Arithmetic average J ; 3, 296. 7 3, 095. 
Carriers not in operation in 1954: 

Mid-West 
Wiggins 


Sept. 30, 1954] 


(in scheduled 


Sept. 30, 1954] 


1952 





4 From tab 
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LocAL SERVICE Routes—Grovup III: MEASUREMENTS OF PROGRESS 


TABLE 9. 


—Increase or decrease, from preceding year, in total mail pay and 
subsidy per revenue plane-mile * 


[By calendar year, 1950-53 and 12-month period ended Sept. 30, 1954] 


Relative 
rank, year 
ended 
Sept. 30, 
1954 


n operation in 1954 Cents 


ne! 


niff 


f En 


ay an 2 4.93 
i 1.40 
Route No, 106 


“company 


in 1954: 


f the merger of West Coast and Empire in 1952, West Coast i 
npire and West Coast. 


!aBLE 10.—Jncrease or decrease, from preceding year, in dollars of total mail pay 


in operation in 1954: 


egher 
Honanz 
sraniff 


ral 


rontier 


ke Ce 


ohawk 
rth Central 


irk 


edmont 


neer 


itnern 


ithwe 


rans- Texas 


West Cc 


and subsidy per dollar of commercial revenue * 


[By calendar year, 1950-53 and 12-month period ended Sept. 30, 1954] 


Relative 
rank, year | Yearended 
ended Sept. 30, 
Sept. 30, 1954 


| 1954 


ly 


4 - 
Route No. 106 


ontral_- 


ist 








vast (merged company) 


Emptfre 
West Coast 


not 
1-We 
iggins 


in operation in 1954: 
st 


m table 3. 
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TABLE 11.—/ncrease or decrease, from preceding year, in total commercial rev 
nue per revenue plane-mile * 


[By calendar year, 1950-53 and 12-month period ended Sept. 30, 1954] 


Relative 
rank, year | Year ended 

ended Sept. 30, 1952 
Sept. 30, 1954 

1954 


Carriers in operation in 1954 Cents Cents 
Allegheny f 6. 04 8. 48 
Bonanza ' é 2.09 4. 28 
Braniff Route No. 106 j 55 91 
Central 53 47 
Frontier 18 19 
Lake Central 31 66 
Mohawk 4s 33 
North Central 72 71 
Ozark - -. 34 05 
Piedmont ‘ 41 04 
Pioneer 55 
Southern . 64 
Southwest 44 
Trans-Texas —% 01 
West Coast (merged company) —1.42 

Empire 
West Coast ¥ 

Carriers not in operation in 1954: 
Mid-West 
Wiggins 


WI OW Or w oh 


Oh 


| 


wrmowon 
me 


4 From table 4. 


TABLE 12.—IJncrease or decrease, from preceding year, in average passenge) 
per revenue plane-mile ° 


[By calendar year, 1950-53 and 12 month period ended Sept. 30, 1954] 


Relative 
rank, year | Year ended 
ended Sept. 30, 1953 
Sept. 30, 1954 
1954 


Carriers in operation in 1954: Cents | Cents 
Allegheny 4 1. 04 —(), 92 
Bonanza 4 . 54 45 
Braniff Route No. 106 : ‘ 8 88 1.18 
Central io f .6 . 36 51 
Frontier J | 1,12 
Lake Central ; g ; 41 .42 
Mohawk ; ; .16 . 93 
North Central | f - .O1 . 08 
Ozark é . 56 .35 
Piedmont... . 05 . 38 —. 55 
Pioneer : § . 86 RB . 90 
Southern : 4 . 20 .49 
Southwest e 3 : . 64 .75 
Trans-Texas 3 .37 . 29 
West Coast (merged company) _-_-. f : .27 .70 

Empire -_ ; 
West Coast 

Carriers not in operation in 1954: 
Mid-West 
Wiggins 


§ From table 5. 
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TABLE 13.—Jncrease or decrease, from preceding year, in average passenger-miles 
per route-mile per day ° 


[By calendar year, 1950-53 and 12-month period ended Sept. 30, 1954] 


| Relative 
rank, year | Year ended 
ended Sept. 30, 
Sept. 30, 1954 
1954 


rriers in operation in 1954: 
Allegheny - 

Bonanza. ‘ 

Braniff route No. 106- 

Central 

Frontier : 

Lake Central 

Mohawk-. 

North Central. 

Ozark 

Piedmont- -- 

Pioneer 

Southern 

Southwest 

rans-Texas " 
West Coast (merged company) 
Empire asa . 
West Coast ad 

rriers not in operation in 1954: 
Mid-West se ieillaas 
Wiggins 


PNM Or who 
ane 


| 
Il Nwos 


_ 


Ne 


om table 6. 


TABLE 14.—Jncrease or decrease, from preceding year, in average passengers per 
station per day‘ 


[By calendar year, 1950-53 and 12-month period ended Sept. 30, 1954] 


Relative 

rank, year | Year ended 
ended Sept. 30, 
Sept 30, 1954 


riers in operation in 1954: 
Allegheny. 
Bonanza. - . _ 
Braniff route No. 106 
Central 
Frontier 
Lake Central 
Mohawk. . 
North Central 
Ozark 
I 
Pioneer__. 
Southern. 
ee ee ‘ 
rans-Texas...- i 
West Coast (merged c 
Empire_.....-- 
We AiR cab con ce 
Carriers not in operation in 1954: 
Mid-West 


=) 
Qo 
In Ww 


woc 


PI PRONWHS 


~ 
oofrnre 


Oe Oo 


de TI Cr Or Go OO we 
Nm, wrcococo me | 
200 mb 


> 





'From table 7. 
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TABLE 15.—Jncrease or decrease, from preceding year, in average passenger-mileg 
per station per day * 


By calendar year, 1950-53 and 12-month period ended Sept. 30, 1954] 


telative 
rank, year | Year ended 
ended Sept. 30, 
Sept. 30, 1954 
1954 


Carriers in operation in 1954 
Allegheny. 
Bonanza “ 
Braniff Route No. 106 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
(zark 
Piedmont. 
Pioneer 
Southern 
Southwest 
l'rans-Texas 
West Coast (merged company) 
Empire 
West Coast 
Carriers not in operation in 1954: 
Mid-West 
Wiggins 


§ From table 8 


Loca Service Roures—TorTAL REPORTED OPERATING RESULTS 
TABLE A.—Total mail pay (including service pay and subsidy) 


[By ealendar year, 1950-£3, and 12-month period ended Sept. 30, 1954] 


12 months 
ended Sept 
30, 1954 


Carriers in operation in 1954 

Allegheny - - aed die $1,670,409 | $1,883,024 | $1,944,816 | $1, 636, 885 
Bonanza i be 920, 838 867, 132 694, 720 | 628, 093 
Braniff Route No. 106 a 206, 602 13, 002 72, 952 97, 271 
Central_._. : ie , 759, § , 820, 103 , 626, 023 250, 856 | 
Frontier r ; , 8 37 , 901, 764 2, 900, 935 2, 574, 474 | 
Lake Central ale al 5) , 261, 934 | 701, 722 }, 297 | 
Mohawk ti Sees : 59, 3f 952, 403 907, 151 , 153 
North Central 4 ciel - 2, 292, 2 2, 444, 304 | , 763, 100 , 190, 315 
Ozark : eR aioe ot oe , 882, 545 , 152, 854 2, 245, 148 , 716, 831 
Piedmont Sa ee 061 | 31,772, 054 , 278, 919 24, 632 | 
Pioneer___. aa 7, 2 , 183, 944 , 134, 648 ; , 986 | 
Southern _. z , 495 2, 036, 354 , 060, 587 , 935, 115 
Southwest i woh ae , 135, 323 , 019, 179 789, 131 
Trans-Texas ates 1 2, 774, 22% 5 176, 873 , 640, 807 , 652, 239 | 
West Coast (merged company) --- , 566, 157 657, 708 1, 391, 636 

Empire ; ‘ : , 310 

West Coast.- 3 : Seales sect 551, OBS | 


Total. ai 25, 247, 45% 24, 258, 776 | 21, 382, 343 , 319, 673 

Carriers not in operation in 1954: 
Mid-West oe ; : 111, 052 325, 495 
Wiggins. _- a : nee : za a 289, 180 | 330, 007 


Grand total ‘ anes cael 25, 247, 45: 24, 537 | 21,782,575 | 18, 975, 175 


inary figures as of Jan. 19, 1955; may be re 
e-8816 of Dec. 10, 1954 (final mail rate 
E-8618 of Sept. 9, 1954 (final mail rate 
'-8758 of Nov. 10, 1954 (final mail rate). 
17, 1954 (final mail rate). 
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TABLE B.—Total operating break-even need (excess of operating expenses over 
commercial revenues ) 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


} 12 months 
ended Sept. Y! 1951 | 1950 
30, 1954 


Carriers in operation in 1954: 
Allegheny ‘ ; 51, 884, 355 | $2,064,148 | $1, 750, 637 $1, 887 
Bonanza ‘ . 37, 65 848, 287 737, 830 611, 526 87: 
Braniff Route No. 106 . 296, 60: 414, 096 359, 910 398, 707 | 91 
Central , 810, 885 1, 848, 327 1, 825, 596 1, 298, 679 691, 
Frontier én 712, 620 2.756, 789 2. 563, 71: 2. 379. 
Lake Central_. 4 506, 417 998, 956 690, 380. 

Mohawk ‘ ‘ boat Y, 46% 5, 395 833, 860 . 579 

North Central_.. 1, 766, 137 , 192, 1,191, 

Ozark. .- 2, 040, 223 , 793, 2 267. 

Peidmont , 998 1, 100, 054 78, | 4,204. 

Pioneer , 038 1, 684, 895 5, 1, 051 

Southern 


5, 418 2, 012, 567 , 750, 1, 257, 5 
Southwest__. 966, 478 889, 078 "432 | 682. 
lrans-Texas __. . 2, 665, 85 


, 985 1, 607, 409 24, 1, 635 
West Coast (merged company) -.- , 705, ¢ , 086 1, 203, 348 
Empire 


West Coast 


| 
| 
| 
| 


and 


Perry 


Total 2 979 | 25, 745, 508 | 21, 880, 800 

Carriers not in operation in 1954: | 
Mid-West. } 145, 671 
Wiggins : 194 268, 609 


Grand total _ _.- 979 | 25, 901, 702 | 22, 295, 080 


TaBLE C.—Total commercial revenues 


{By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


| 12 months 
ended Sept. 
30, 1954 


‘arriers in operation in 1954 } 
Allegheny .-.--- “ $2, 733,079 | $2, 196,726 | $1, 196 
Bonanza__. : i, 734 949, 025 753 
Braniff Route No. 106 ; 22, 151 667, 583 | 2 
Central... . . , 000 386, 971 | 314, 331 
Frontier... . 2, 197, 895 2,017, 686 | 1, 485 | 
Lake Central . i80, 116 543, 349 172 | 
Mohawk , 608 , 977, 102 ni 000 
North Central », 285 , 418, 616 : 537 
Ozark -- , 521 , 218, 006 486 
Piedmont. - . 22, 907 3, 744, 682 3, 346 
Pioneer... , 884 , 518, 971 3, 645 , 
Southern... , 429 , 205, 481 | . O84 999, 
Southwest... ..- , 236 2, 179,117 7 335 1, 601 
l'rans-T exas _. . 400 , 288, 456 7 R47 978, 
West Coast (merged company 635 1, 674, 343 653 |.... 

Empire... ; es 468 
Wast Coast..--- 704 


PrN pop 


, 986,114 | 21, 169,15 17, 827 

Carriers not in operation{in 1954 
Mid-West_.. ; ded tive test 5, yA) 
Wiggins... «.......-. «0 15, 461 2 


> 


, 152 
), 373 


Grand tetal 28, 665, | 25, 21, 202, 17, 877, 389 
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TABLE D.—Total operating expenses 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 
12 months 
ended Sept. 

30, 1954 





Carriers in operation in 1954: | 
Allegheny --. St cbetciienaiinanicaeniel $4, 603, 311 | $4,081, 081 3, 874, 344 | $3, 733, 212 
Bonanza... a ae ‘854, 388 | 1,797,312 386, 583 1, 038, 781 
Braniff Route No. 106__- , 018, 753 | 1,081, 679 988, 192 936, 660 
Central_- spline 2, 251,885 | 2, 235, 298 | 139, 927 1, 610, 431 | 
Frontier, Sion iaihae i ectitidh , 691, 775 , 730, 306 693, 274 4, 159, 376 
Lake Central_- deuctoats 2, 285, 955 , 049, 766 349,128 | 1,135,098 
Mohawk.-.. bebe bine inverting aca + ie 2, 882, 497 120, 860 1, 598, 345 
North Central. piledneRinn a annie ae , 931, 402 307, 674 2, 108, 061 
Ozark. : . ‘ | . 317,404 | 3, 443, 228 884, 709 2, 287, 313 
Piedmont... _.- .| 6,015, 857 5, 509, 680 328, 400 3, 407, 524 
SS SOE ‘ ....| 3,925,078 , 343, 009 690, 540 3, 365 », 044 
Southern. ___- hr eibinteeeneudunl aa ae 3, 190, 899 256, 651 
Southwest_- eke 3, 167, 088 ‘ oe 73 , 595 740, 413 
Trans-Texas._ | 4,403, 250 701, 256 
West Coast (merged company) | 3, 363, 

Empire. 1, 041, 257 
West Coast . ; i * 17 1, 867 


vf 
~ 


— 








PHDNHSP PHAN Pp 


Total... 53, 035, 859 | ! 43, 049, 952 35, 298, 061 | 

Carriers not in operation in 1954: 
Mid-West - 151, 462 380, 188 
Wiggins vi 171, 655 295, 852 304, 965 | 





Grand total------ | 53, 035, 85 50, 903, 277 | 43, 497, 266 | 35, 983, ‘214 | 
i 


97 ORR 
| : 











TasLE E).—Number of stations operated (weighted by length of time served 
during year) 


wre calendar year, 1950-53, and 12-month period ended aw. 30, 1954] 


12 months 
ended Sept. 1953 1952 1951 
30, 1954 





Carriers in operation in 1954: 
Allegheny - - 
Bonanza_-_._. 
Braniff route No. 106 
Central_- ‘ 
Frontier_____- 
Lake Central_- 
Mohawk -. 
North Central 


w 
a 


wo 

oa 

oS 
SrSoenee 


PO > me CO CO 
—~ me bh 


ASNIAGAOun 


en 


Piedmont _.--- 

Pioneer __..--- 

Southern 

Southwest 

Trans-Texas ___ 

West Coast (merged ee 
0. isthigan ipa iwerineninaniee ‘iacial 
EE inmbentbhdestekwens 


on e 
NWONN KIN We aae 


“IOeK O-31 0 
nw 2th 
2258 





| S 
ww) No: PONSAMKCOooNSS 





Carriers not in operation in 1954: 
nce oten d eins aahapiamiiengs 
Wiggins 


Grand total 
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TABLE F'.—Average route mileage in operation (unduplicated count, weighted by 
length of time served during year) 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


! 

| 12 months | 

ended Sept.| 1953 952 1951 1950 
30, 1954 | 


urriers in operation in 1954: | 

Allegheny - ----- Saree , 500 | , 518 | 1, 543 | 1, 546 1, 562 
Bonanza_- iced -cpatelaneee ol , 169 | , 158 878 | 639 | 639 
Braniff route No. 106_._----- 5! 597 622 | 554 | 538 
Central EE an , it , 06° 1, 070 1, 069 , 076 
Frontier Reed hdeiehh ing . ay 2, 515 2, 587 2, 714 2, 788 | 2, 458 
Lake Central........--------- 7 , 06 909 | 667 683 621 
Mohawk : 846 | 559 513 | 523 
North Central... b atean . 2, 057 1, 445 , 226 | , 222 
O6GE....-.- ‘ : mena , 930 | ‘ 1,778 | , 515 523 
Piedmont seuioas | , 579 | , 58 1, 461 , 429 | , 416 
Pioneer --_-- as coal , 425 | . 36 1, 336 , 408 , 660 
Southern _._--- Sa wala , 765 | , 87 1, 994 , 947 | , 364 
Southwest gute . é | , 022 1, 035 , 032 | , 015 
lrans-Texas ileieaae 2, 367 | 2, 096 1, 781 , 801 | , 792 

West Coast eon comp: any) a , 666 1, 446 : 7 
Empire_-_-- =e . 754 | 754 
West Coast__. ae —sbhinaden ‘ } 688 


Total — 22, 646 21, 954 20, 329 9, 5¢ , 851 
rriers not in operation in 1954: | 
Mid-West. -..--- owe “ é — ; 1, 231 » a , 235 
Wiggins. ..-.-.. cmapuineceraemeeinnad ade 4: 434 7 | 436 


Grand total.....---- eoudeusneanoel 22, 646 22, 3 21, 994 21, 27 19, 522 


I 


lanLE G.—Total revenue plane-miles flown (scheduled and nonscheduled services) 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


1 

12 months | 

ended Sept. 1953 
30, 1954 


Carriers in operation in 1954: 
Allegheny i 3, 867,573 | 3,398,826 | 3,223,623 | 3,326, 32! 3, 087, 052 
Bonanza covcgedoul Ee te 1, 660, 977 1, 227, 264 928, : 919, 262 
Braniff Route No. 106 958, 661 956, 666 925, 777 953, 278 | 225, 903 
Central... -- 1, 804, 978 1, 851, 565 , 705, 856 1, 432, 390 | 1, 814, 260 
Frontier ___ - keene 4, 307,554 | 4,401,723 , 649, 008 4, 550, 432 | 3, 780, 914 
Lake Central.._.....-- 1, 865,444 | 1,639, 279 , 111, 961 1, 240, 663 1, 066, 341 
Mohawk. detaasiacecvestuusd La! £2 988,489 | 1, 546, 870 1, 198, 452 
North Central 5, 002, 692 | 4, 290, 409 , 872,738 | 1, 982, 862 2. 050, 946 
Ozark... ..-------| 3,007,672 | 3,003,772 | 2,681,276 | 2,055,915 | 183, 668 
Piedmont 6, 326, 020 5, 927, 180 5, 026, 904 4, 198, 103 | 3, 673, 088 
Pioneer | 3,617,391 3, 167, 678 , 854,685 | 4,051,422 | 3,779, 786 





Southern ...-----| 3,073, 486 3, 022,365 | 3,339,729 | 3,026, 198 1, 835, 942 
accra: Sarde ince cuieninihigu -| 2,571, 887 2,845,172 | 2,716, 503 2, 526, 630 2, 375, 224 
Trans-Texas___- 32a 4,511,082 | 3,541,292 | 2,784,011 | 2,948, 508 3, 054, 455 
West Coast (merged company) enged .| 3,185,282 | 3,525,397 | 2,830,795 |_--_- i oa 

Empire ponadabnabantalbian 1, 277, 445 | 1, 183, 261 


I ciinisihind ebciaianink a Sibiatidate |- paatemes ----|------------| a | |, 372, 056 | 1, 227, 359 





; | 48, 854, 037 45, 798, 300 | 40, 938, 619 +37, 417, 468 | 
Carriers not in operation in 1954: 


Mid-We ....| 263,864} 773,387 | 1, 519, 664 
We tree tldtoneedisamdeditend | | 430, 545 | 529, 168 | 462, 426 


31, 455, 913 


Grand total 7 | 46,042, | 41, 633, 028 38, 720,023 | 33, 438, 003 
| } | 
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TABLE H.— Revenue plane-miles flown in scheduled services only 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


| 12 months 
ended Sept. 
30, 1954 


@arriers in operation in 1954: | 

Allegheny ‘ ee 3, 830, 561 3, 366,240 | 3,122,694 | 3, 243, 419 3, 083, 844 
Bonanza : et aaa , 709, 202 347, 614 1, 218, 460 911, 682 907, 256 
Braniff Route No. 106... 958, 661 956, 666 917, 578 947, 413 222, 471 
Central.... : Bis Se 1, 803, 516 , 380 1, 690, 243 , 402, 765 1, 801, 160 
Frontier : ‘ . , 264, 699 497 4, 574, 350 4, 504, 325 3, 760, 830 
Lake Central saat , 848, 941 3, 839 1, 086, 111 , 152, 857 901, 799 
Mohawk sahiciiede ig , 991, 473 7, 960 1, 905, 709 , 495, 93 1, 186, 868 
North Central aa wai , 967, 965 , 801 2, 868, 727 , 982, 533 2, 050, 946 
Ozark ; 2, 953, 380 76, 706 2, 679, 535 , 048, 999 181, 560 
Piedmont... ; 3, 300, 206 , 104 076 , 172, 072 3, 663, 003 
Pioneer -_.. . 3, 54: 3, 445 , O82 , 919, 825 3, 708, 731 
Southern... : 2, 275 3 598 , 012, 199 1, 831, 961 
Southwest_.- 3, 923 2, 696, 270 , 438, 859 2, 311, 734 
Trans-Texas 722, 222 , 895, 730 3, 045, 649 
West Coast (merged company ; , 744 “ 

Empire wee ates 236, 056 1, 163, 123 

West Coast___- i foe : , 326, 763 1, 219, 646 


- 


Po 


on 


oO ce 


owr 


Total 2 73 45, 327,960 | 40, 465, 399 5, 691, 431 31, 040, 581 
Carriers not in operation in 1954: 
Mid-West ; 263, 864 773,387 | 1,519, 664 
Wiggins. -- pith line ithe 241, 324 418, 489 518, 625 460, 554 


I i : 2 | 45, 569, 284 | 41, 147, 752 | 37, 983, 443 33, 020, 799 


TABLE I.—Total seat-miles available in scheduled services 
[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


{In thousands] 


12 months 
ended Sept. 
30, 1954 


Carriers in operation in 1954: 

Allegheny 934 ’ 68,112 
Bonanza 7 3% 29, | 18, 519 
Braniff, Route No. 106 23, O1 2 : 20, 048 
Central 37, : 97 35, 97 617 
Frontier 5 91, 421 y 91, 227 
Lake Ceniral , 207 | 35, 22, 23, 934 
Mohawk 9, 3,5 = 30, 866 
North Central ‘ 324 ) 59, 36, 330 
Ozark , 82 ; 6, 42,164 | 
Piedmont... 2.) | 92 | f 7,614 | 
Pioneer 9,152 Q5.5 ‘ 94, O75 
Southern 21 2! : 203 
South west 31, 914 | 7 : 51,217 | 
Trans-Texas 94, 646 .e 57, S54 | 
West Coast (merged company) 5 : 

Empire 25, 955 

West Coast de | , 861 


Total , | 1,075, 75% 1, O12, 625 | ) 596 
Carriers not in operation in 1954: | 
Mid-West_.-__-- i . 4 3, 094 


2, 023 , 836 


1, 075,752 | 1,013, 589 | 3 599, 549 


t 
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TABLE J.—T otal revenue passenger-miles carried in scheduled services 
[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954 


[In thousands] 


12 months 
ended Sept 


30, 1954 


Carriers in operation in 1954: 
Allegheny 
Bonanza 
Braniff, Route No. 106 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas QR 25 20, 934 
West Coast (merged company) 8, 705 28, 880 
Empire 
West Coast-__. 


Total 7, 390, 677 
Carriers not in operation in 1954: 
Mid-West 
Wiggins... ‘ 177 


Grand total__. : ; 37, 262 390, 854 


TABLE K.—T otal revenue passengers carried in scheduled services 


[By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


12 months 
ended Sept. 
30, 1954 


Carriers in operation in 1954: 


Allegheny 
Bonanza 


Braniff, Route No. 106_..-. 


Central 
Frontier 
Lake Central 
Mohawk 


North Central_-- 


Ozark 
Piedmont 
Pioneer__.- 
Southern 
Southwest 
Trans-Texas._. 


2,049 
5. 651 
929 


179, 985 
43, 277 
49, 914 
46, 905 


9m fOr 


32, 742 
105, 983 
153, 067 

84, 426 
224, 206 
182, 144 
121,065 
164, 281 

76, 969 


210, 473 
20, 522 
$1, 057 
34, 329 
102, 394 
30, 273 
100, 227 
96, 283 
49,351 |* 

189, 369 

161, S5t 
06, 

135, 158 


76, 144 


West Coast (merged company - : : 141, 088 
Eimpire.........- 
West Coast 


Toe... ¥ ~ 061 
Carriers not in operation in 1954: 


Mid-West. 
Wiggins 


Grand total... 
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TABLE L.—Total mail ton-miles carried 


By calendar year, 1950-53, and 12-month period ended Sept. 30, 1954] 


12 months 
ended Sept. 5 1950 
30, 1954 


Carriers in operation in 1954 

Allegheny 71,5 70, 456 63, 071 | 50, 157 

Bonanza 23, 243 23, 16 16, 563 | }, x83 

Braniff, Route No. 106 26, 78% 24, 19, 614 21, 342 

Central o2, 2 , A7% 33, OO 22, 291 

Frontier i, 197 » 234 , 740 27, 808 

Lake Central 33, 27 2 j 5, 495 5, 276 

Mohawk 33, 758 34, O05 | 28, 373 

North Central 55 2, 508 94, 606 40, 202 

Ozark ‘ 48, 916 3,152 | , 578 23, 814 | 

Piedmont 107, 688 Bait 85, 823 35, 808 

Pioneer oa 124, 890 , 282 | 128, 483 | , 428 

Southern 3 81, 910 | , 0 86, 387 , O11 

Southwest 70, 614 , BOF 84, 432 32, 909 

Trans-Texas 115, 857 , 869 | 63, 684 , 766 

West Coast (merged company 41,279 5, 943 | 35, 183 | 
Empirs | 559 | 21, 450 
West Coast , 628 | 7, 360 


Total l, , 52% y 8 910, 755 5, 945 546, 343 

Carriers not in operation in 1954: 
Mid-West 3, 406 9, 501 | 17, 656 
Wiggins 1,100 , 352 | 1,719 


Grand total___. ‘i --| 1,157,523 ; 915, 261 786, 798 565, 718 


GENERAL NOTES COVERING TABLEs A TO L AND TABLEs 1 To 15, INCLUSIVE 


Note No. 1: Identification of carriers and routes 


The carriers: Route No. 
Allegheny Airlines, Inc 
Bonanza Air Lines, Inc 
Braniff Airways, Inc 
Central Airlines, Inc 
Empire Air Lines, Inc 
I ll lt ee 
Lake Central Airlines, Inc 
Mid-West Airlines, Inc 
Mohawk Airlines, Inc 
North Central Airlines, Inc 
Ie a  ccusinniuchiininliinbincenscnsiingiiceiiannitbitica . 107 
Piedmont Aviation, Inc 
Pioneer Air Lines, Inc 
Southern Airways, Ine 
Southwest Airways Company 
Trans-Texas Airways 
West Coast Airlines, Inc 
E. W. Wiggins Airways, Inc 
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Note No. 2: Dates of service inauguration and termination 


Allegheny. 
Bonanza 
Braniff, Route No. 106? 
Central 
Empire 5 
Frontier 3 
Lake Central 
Mid-West 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 3_- 
Wiggins 


1 Passenger service inaugurated Mar. 7, 1949. 


2 Formerly Mid-Continent Airlines Route No. 106 before Mid-Continent/Braniff merger 


3 See note 3, on the following p. 4. 


Note No. 4. 


Allegheny 

Bonanza.. 

Braniff, Route No. 106 
Central____- 


Empire 
Frontier 
Lake Central. 


Mid-West_ 
Mohawk 
North Central 


Ozark 
Piedmont. 
Pioneer_-.- - - 


Southern. -_- 
Southwest.--. 


Trans-Texas 
West Coast 
Wiggins 


j 


Service inaugurated 


7, 1949 
19, 1949 
1950 
Sept. 15, 1949 
sept 28, 1046 
1946-47 
Nov. 12, 1949 
Oct. 21, 1949 
Sept. 19, 1948 
Feb. 24, 1948 
| Sept. 26, 1950 
Feb. 20, 1948 
Aug. 1, 1945 
June 10, 1949 
Dec. 2, 194¢ 
Oct. 11, 1947 
1946 4 
Sept. 19, 1949 


Mar 
Dec 
Sept. 26, 


months ended September 30, 1954 


ia 


| 


| 
| 





from June 7, 1954, to Sept. 8, 1954. 


12 months 


ended Sept. 


30, 1954 


DC-s 
DC- 
DC- 
DC- 


DC-~ 
DC-3 


DC-3 
DC-3 


DC-3 
DC-3 
DC-3 and 
Martin- 
202. 
DC-3... 
DC-3 and 
Martin- 
202. 
DC-3 
DC-3 


DC-3 
DC-3 
DC-3 
DC-3 


DC-3 


DC-3 


DC-3 


| 
| 
os 


| Cessna-190 
| DC-3 


DC-3 
DC-3 


DC-3 
DC-3 and | 
Martin- 
202. 
DC-3 
DC-3 
Martin- | 

202. 
DC-3...-.- 
DC-3... 


and | 


Peetu ak Cessna T-50.| Cessna T-50 


| DC 


| DC- 


| DC-3 


1952 


DC-3 ‘ 
DC-3 DC-~ 
3 DC- 
3 DC- and 
Bonanza. | 
DCc-3 
| DC-3 | 
| DC-3 and | 
Bonanza. | 
Cessna-190 
DC-3 
DC-3 
Electra. 


DC- 


DC-3 

DC-3 

DC-3 and 
Bonanza. 


DC-3 


3 
DC-3 
DC-3 


DC-3 
and | DC-3_-_. 
202. 

DC-3 
DC-3 
| 


Dos... 


DC-3.... 
DC-3 


| DC-3 

| DC-3 

| Cessna T-50 
' 


and | 
--| DC-3 | 


Martin- | | 


n 1952. 


Type of aircraft, by carrier, by calendar years 1950-58, and 12 


»-3. 
DC-3 and 
Bonanza. 
DC-3. 
DC-3. 
DC-3 and 
Bonanza 
Cessna-190. 
DC-3. 
Electra. 
DC-3. 
DC-3. 
DC-3; 


DC 
DC 3. 
DC-3. 


DC-3. 
Cessna T-50, 


1 Mohawk operated helicopter (S-55) services between Liberty/Monticello, N. Y., and New York City 





176 PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


Note No. 5. Total mail pay and the mail rate status of carriers 


(A) Data covering total mail pay received, by carrier, by year, as shown in 
tables A, 2, 3, 9, and 10, represents retroactively adjusted mail pay giving effect 
to the Board’s mail rate order issued through the date January 18, 1955. Total 
mail pay as here used represents combined services mail pay and subsidy. 

(B) Mail rate status of local service carriers as of January 18, 1955: 

Carriers on temporary rate: Carriers on final rate: 

Allegheny Bonanza 
Central Braniff—106 
Frontier Lake Central 
West Coast Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 


Note No. 6: Stations operated 


Definition: Each station (airport) is given weight proportional to the length 
of time it was operated during the period. The totals shown on table E are the 
sum of the data shown. (See table E.) (Source: Data were taken as of January 
18, 1955, from records maintained in CAB.) 


Note No. 7: Route miles operated 


Definition : This is the shortest distance of travel, over authorized flight paths, 
by which all operated points on a carrier’s system could be served. Each seg- 
ment is given weight proportional to the length of time the stations involved 
were served during the period. (See table F.) The totals shown on table F are 
the sum of the data shown. (Source: Data were taken as of January 18, 1955, 
from records maintained in CAB.) 


Note No. 8: Arithmetic average 

The arithmetic average, rather than a weighted average, is used throughout 
the preceding tables in order to give equal weight to the experience of each 
carrier. 

Note No. 9: Source of basic data 

Unless otherwise described in preceding notes Nos. 1 to 8, the source of data 
here presented is the carriers’ form 41 reports filed regularly with the Civil Aero- 
nautics Board. The form 41 data here presented reflect all reported revisions re- 
ceived from the carriers through January 12, 1954. 

Senator Monronrey. We have as our next witness the Honorable 
Walter Williams, Under Secretary of Commerce. I appreciate very 
much your coming up here to give us your views on this bill that we 
are considering. “Tt is S. 651 which has been referred to this subcom- 
mittee by the full Committee on Interstate and Foreign Commerce. 

Will you proceed in your own way, Mr. Williams? 


STATEMENT OF WALTER WILLIAMS, UNDER SECRETARY OF 
COMMERCE 


Mr. Witurams. Thank you very much, Mr. Chairman, and other 
members of the committee. I think I should like to make this ob- 
servation at the outset, that, as you know, the structure of the De- 
partment of Commerce calls for one official member of the family 
as the Under Secretary for Transportation and I am sure you also 
are aware of the fact that Mr. Murray, who was occupying that 
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position, resigned as of the 20th of January, and his successor has 
not yet been sworn into office. 

Senator Monronry. This committee unanimously reported favor- 
ably on his confirmation yesterday: Mr. Rothschild. 

Mr. Witutams. I understood that, yes. Therefore, 1 do not come 
today posing as an expert. I have bad to do with some of the matters 
of general policy, but the specifics have been handled entirely through 
the Office of the Under Secretary for Transportation. 

The statement which has been prepared, however, Mr. Chairman, 
has been prepared under my direction, and I am familiar with its 
contents, and with your permission and the permission of your 
associates, I should like to read that into the record if I may. 

Senator Monronry. You may. 

Mr. Wiiuiams. I appreciate this opportunity to present the views 
of the Department of Commerce on S. 651. In basic effect, this 
bill would provide permanent certificates at this time for all existing 
local-service airlines. For reasons which I shall indicate, this De- 
partment is opposed to this legislation and urges that it not be en- 
acted. 

Our general comments apply equally to S. 1081, which is similar in 
ene to S. 651, but covers all-cargo lines as well as local-service 

‘arriers. The principal issues raised by both bills are substantially 
the same. For convenience of discussion, I shall address my comments 
particularly to the issue of local-service certificates, as contained in 
S. 651. 

I wish to emphasize several basic points at the outset: 

First, the Department fully recognizes the importance of an ade- 
quate system of local air service. Our opposition to these particular 
bills does not reflect, in any sense, opposition to local air services as 
such. 

Second, the Department recognizes the desirability of granting 
permanent authorization promptly to any individual local service 
carrier that demonstrates, on the basis of its specific record, that it 
is ready for such authorization. 

Third, the Civil Aeronautics Board, under the existing statute, has 
ample authority, and in fact an obligation, to promote the development 
of local air service, and to award permanent certificates wherever 
justified. 

Thus, the basic issue raised by this legislation is not whether local 
air services are desirable and should be continued. Instead, the main 
issue is whether these services and their existing routes should now 
be converted to permanent certificates through blanket legislative 
action, thereby removing the Civil Aeronautics Board’s present 
authority to consider each case on its own merits. 

Last year, the Federal agencies primarily concerned with aviation, 
acting through the Air ( ‘oordinating Committee, prepared for the 
President a report on civil air policy. With particular reference to 
local air service, the Air Coordinating Committee urged prompt action 
to strengthen existing route structures. It further recommended that, 
with these route adjustments, the carriers be expected to eliminate 
their requirements for subsidy within a reasonable future period. 

The objective of subsidy-free operation has an importance that goes 
far beyond its direct financial effect on Federal expenditures. In the 
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long run, the needs of the public can be served most effectively by an 
industry that is financially healthy and capable of operating on an 
independent, self-sufficient basis. 

The Department of Commerce firmly believes that this type of 
industry can best be obtained under the regulatory procedures estab- 
lished by the Civil Aeronautics Act. Under these procedures the 
Civil Aeronautics Board has the opportunity to decide, on the basis of 
specific evidence, what routes should be awarded, and what term of 
authorization is justified for each carrier. 

We oppose S. 651 because it would substantially curtail this present 
opportunity for reviewing individual operations. It would prema- 
turely inject rigidity into route structures which should, for the time 
being. remain flexible. 

We recognize that S. 651, unlike previous bills on this subject, gives 
the Civil Aeronautics Board dicretionary authority to continue on a 
temporary basis some intermediate points on local carriers’ routes. 
Nevertheless, by making permanent these carriers’ terminal points and 
some of their intermediate points, this bill would substantially freeze 
the basic outlines of the local service route pattern. In its funda- 
mental aspects, therefore, S. 651 is subject to the same objections 
which this Department raised in our testimony last year on previous 
bills. 

The specific provisions of S. 1081 differ somewhat from those of 
S. 651. In. 1081 the mandatory granting of a permanent certificate 
is conditioned upon a finding that a carrier’s service is still required 
by the public convenience and necessity. While this might appear to 
leave the Board with some discretionary authority, the freedom of 
choice is more theoretical than real. For, if the Board finds that a 
service is not required by the public convenience and necessity, then 
presumably it should take steps to terminate even its temporary 
authorization. 

Conversely, if the carrier is to be kept in operation at all, it would 
have to be given a permanent certificate at this time. The Board 
could not, under this legislation, give a carrier an additional temporary 
period within which to demonstrate its long-term prospects for success. 
In practical effect, this “all or nothing” provision would freeze the 
existing pattern of local service almost as surely as would other bills 
on this subject. Accordingly, we would oppose S. 1081 for the same 
reasons indicated with respect to S. 651. 

As part of the background for this Department’s position, I should 
like to review very briefly the development of local air-service opera- 
tions. 

This segment of our air-transport system has been almost entirely 
a postwar development. With one exception, all of the local service 
carriers received their certificates in 1946 and subsequent years. 
From the very start, the Civil Aeronautics Board has emphasized 
the difficult economic problems of local air service and its high initial 
dependence upon Federal financial support. It has further empha- 
sized the importance, during the developmental period, of retaining 
flexibility through the use of temporary certificates. In a general 
investigation of local air transportation conducted in 1944, the Board 
stated : 

* * * The issuance of temporary certificates * * * will serve as a safeguard 
against a static or progressively increasing dependence on the Government; 
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and will permit of the subsequent giving of permanent status only to such 
services as have shown during the life of a temporary certificate that they are 
capable of operation without undue cost to the Government and of a progressive 
reduction of such costs. 

Similar statements, reaffirming this basic policy, have been made 
repeatedly by the Board since then. 

The initial local-service certificates contained 3-year authoriza- 
tions. Upon renewal, the Board has normally granted certificates of 
5 years’ duration, and in 2 cases has granted 7-year certificates. In 
three cases the Board refused to renew the certificates of local carriers 
on the grounds that their record had demonstrated insufficient pros- 
pect for successful operation. 

In acting upon renewal applications, the Board has generally made 
substantial adjustments in the carriers’ route structures. These route 
changes, reflecting the experience gained in actual operations, have 
been “designed to improve the economic prospects of these carriers. 
Such changes have included the suspension or elimination of some 
points, the ‘addition of new ones, the transfer of points between trunk 
and feeder routes, and the addition or elimination of entire route 
segments. 

In the light of actual experience, the CAB’s original anticipation 
of economic problems in this field was well founded. Short-haul 
service represents an aspect of air transportation where oper: ating 
costs are relatively high, and the competition of surface carriers is 
most intense. 

Subsidy needs have accordingly been high, with gradual improve- 
ment as the services have continued to develop. In 1950 the local car- 
riers as a group received 60 percent of their total revenue from mail 
payments, which consisted mainly of subsidy. In 1952 this figure was 
50 percent, and for the year ended September 30, 1954, it was 47 
percent. 

The carriers deserve considerable credit for progress they have 
made in the face of difficult problems. As yet, however, the industry 
as a whole has by no means reached a position of economic stability 
and independence. It should be kept in mind that the financial sup- 
port provided by the Government in 1954 was still nearly as great 
as the commercial revenues received from the traveling and shipping 
public. 

Among individual carriers, there has, of course, been considerable 
variation above and below the industrywide averages. At the more 
favorable extreme 1 carrier received roughly one-fourth of its total 
revenue from mail payments in the year ended September 30, 1954. 
At the other extreme 1 carrier received four-fifths of its revenue from 
this source. In all, 9 carriers received between one-fourth and one- 
half of their revenues from mail pay, while this percentage exceeded 
one-half for the remaining 6 lines. 

This wide disparity among carriers is in itself a significant argu- 
ment against the enactment ‘of this proposed legislation. In effect, 
this legislation would treat all local carriers alike, and assumes that 
all are ‘equally 1 ready for permanent certification at this time. By any 
reasonable standards, it would seem that the carriers which are rela- 
tively closest to self-sufficiency are most nearly ready to have their 
routes and their operations placed on a permanent basis. 
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Unfortunately, the issue of permanent certification has been over- 
stressed as some form of panacea for the admittedly difficult problems 
of local air service. There seems to be some impression that the grant- 
ing of permanent certification is essential to the maintenance of the 
service and to its economic improvement. We do not believe this to 
be so. 

Permanent authorization has no magic powers to solve an industry’s 
problems. We have only to look at the experience of the domestic 
trunklines. All of the trunklines have been operating under perma- 
nent grandfather certificates which date back to the prewar period. 
Yet, after 16 years of this permanent status, several of the smaller 
trunklines are still dependent on subsidy, and have been during their 
entire period of operation. 

The problem inherent in a given route structure are not solved by 
making the routes permanent; on the contrary, this merely makes the 
solution more difficult to attain. Nor will permanent authorization 
increase a carrier’s incentive to improve his operations; there is a real 
danger that it would have just the opposite effect. 

In a letter to this committee last December, the Civil Aeronautics 
Board said: 

The systematic recertification process is particularly valuable in that it affords 
an opportunity for the Board to review with the carrier the economic justifica- 
tion for the routes it operates, the extent to which its routes are adapted to 
properly serve the territory, and to permit the elimination of weak segments and 
the substitution of stranger segments to meet the air-transport needs of the area. 
Permanent certification would render extremely difficult such route realinements. 

Under existing procedures, local route structures have gone through 
a continual process of refinement and improvement. We believe it 
would be highly undesirable to limit the Board’s flexibility in this 
regard, as this legislation would do. 

Proponents of this legislation have claimed that the immediate 
granting of permanent certificates is needed to permit local carriers 
to obtain private financing. In our opinion, this f factor has been 
greatly overstated. No doubt the duration of a carrier’s authoriza- 
tion would be one of the factors considered by banks or other lending 
institutions, but it is unlikely that this would normally be the con- 
trolling factor. 

Investors are primarily concerned with the profitability and finan- 
cial soundness of any operation. If a particular carrier has so poor 
a financial record as to create a serious doubt regarding its renewal 
prospects, this record in itself would probably deter prospective 
investors, regardless of the duration of the certificate. 

In this connection, it should be kept in mind that the Board has con- 
sistently renewed local carrier authorizations whenever there is some 
re: asonable chance for eventual economic success. 

The experience of the trunkline demonstrates that permanent au- 
thorization cannot outweigh, for the investing public, the actual 
financial results of a carrier’s operations. Just a few years ago the 
trunklines, as a group, went through a period of financial difficulty 
brought on by problems of postwar readjustment. During that period 
the trunk carriers had great difficulty in obtaining private financing. 
The situation was, in fact, so serious that the President asked the Re- 
construction Finance Corporation to undertake a special investigation 
of the financial position and requirements of this industry. 
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Neither permanent operating rights, nor eligibility for Federal sub 
sidy, were sufficient to retain the confidence of investors in the face 
of immediate operating losses. This confidence was not restored until 
earnings themselves improved. 

The one thing, above all else, which can assure adequate private 
financing is a sound record of economic development and improved 
earnings. For reasons already stated, we are convinced that any pre- 
mature conversion to permanent status would merely retard the very 
improvements in route structure which are so basic to the attainment 
of a strengthened financial position. 

This Department has consistently recognized that permanent cer- 
tification would have certain advantages, where judiciously granted. 
However, we firmly believe that the indiscriminate awarding of such 
certificates to all local carriers at this time would have serious disad- 
vantages and would create more problems than it would solve. 

There is one further point which should be made clear. In previous 
hearings it was repeatedly suggested that this type of legislation is 
comparable to the granting of permanent grandfather rights when the 
present act was passed in 1938. However, there is, in fact, no sound 
analogy between the present proposal and the grandfather provisions 
of the act. 

The airlines existing in 1938 had started their operations prior to 
the development of economic regulation for this industry. The Civil 
Aeronautics Act represented a new set of ground rules, and Congress 
naturally accorded to the existing carriers a statutory recognition of 
their established operations. This type of grandfather provision has 
been standard in all areas where the Government has imposed a new 
form of regulation upon an existing industry. 

The situation with respect to the local service carriers stands in 
sharp contrast. These carriers came into being under regulatory 
ground rules which were already established. ‘They have known from 
the start that their certificates were intentionally made temporary, 
because of the developmental status of this service. Thus, the grand- 
father provisions of the act provide no relevant precedent for the 
Jegislation now under consideration. 

For the reasons already stated, the Department of Commerce op- 
poses the enactment of the pending bills. We strongly favor the 
retention of the present statutory arrangements and believe that they 
can best serve the interests of the public, the Government, and the 
industry. 

I think, Mr. Chairman, the sum and substance of what I have read 
simply adds up to this: This whole industry is relatively brand new. 
It has come in almost wholly since the end of the war. We are in 
the experimental stage. We still do not know just what the best 
kind of permanent routing and operations can be, and it would be 
far wiser on behalf of the ‘industry and the public and the Treasury 
of the Government to take enough time to operate on the selective 
principle rather than to simply freeze in all of the lines, weak as well 
as strong. 

Senator Monroney. Thank you very much, Mr. Williams. 1 ap- 
preciate your coming up here to give us the benefit of the Commerce 
Department’s view on it. 

One thing that I find a little bit difficult to understand, though, is 
the inference that as long as these people are on a subsidy they can 
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never hope to receive low-cost financing, even if they were given 
permanent certification. You would not say this holds wood for 
the airline that draws the biggest amount of subsidy, Pan American, 
would you? 

Mr. Witxtams. I was merely pointing out the fact that the factor 
of subsidy as against sound financial operation is not the primary 
factor in getting financing from banking interests. 

Senator Monroney. Well, certainly subsidy has been an important 
factor in financing one of our greatest airlines, because we felt that 
service in the foreign areas was necessary. They are still getting 
subsidy on their routes and yet it is probably one of the best aviation 
stock sold to the public. So the mere fact that an airline is subsidy 
free does not necessarily indicate that that and only that is the test of 
investors going into it. 

Mr. Wiiuiams. Well, you are emphasizing one point and we are 
trying to —— \size another point. 

Senator MonroneEy. Well, I gather from the burden of your testi- 
money that they should not hope to ever get good financing as long 
as they were on a subsidy basis. I me rely” point out that the largest 
and most extensive airline that we have, and one of the most solid 
securities for investments is one of the largest subsidy lines that we 
operate, but that we are for it because it serves distant points of 
the globe. 

By the same token, we ought to do something for our own people 
if we are going to subsidize lines to run to Bangkok and places of 
that kind. We are also interested in having service for our own 
people. 

Mr. WitiiaMs. I think we were only undertaking here to emphasize 
the fact that just as the RFC had to come in to investigate the situa- 
tion when the trunk lines got into some difficulty during the postwar 
readjustment period, it was not whether they were or were not re- 
ceiving a subsidy that was the primary consideration as to whether or 
not they were in trouble financially. It was a combination of things 
and credit as far as the investors were concerned was taking a look 
at the whole financial picture and not just one item, whether there was 
subsidy or not. That was what I was trying to stress here. 

Senator Monroney. By the same token, we still have 3 or 4 trunk- 
lines on subsidy basis, and they are on permanent certification. If 
it works against the feeders because they are on subsidy not to receive 
permanent certification, then why would you not withdraw the cer- 
tificates because the airlines are on subsidy ? 

Mr. Wiu1aMs. I would say to remove subsidy would be a goal 
we would be striving for for all airlines, ultimately that they be off 
subsidy. 

Senator Monroney. But they are permanently certificated and they 
still enjoy the subsidy. Now, if we make the test of being subsidy 
free before we can permanently certificate these feeders, we are doing 
for the trunklines with better route structure that which we are refus- 
ing to do for the feeder lines. 

Mr. Wiu1aMs. Of course, they were automatically certificated per- 
manently by the legislation that was passed in 1938. 

Senator Monroney. Exactly what this bill provides in this situa- 
tion, and I cannot follow your reasoning that there is any significant 
difference to the grandfather clause for the trunklines than there is 
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from this, except on many of these since 1946 we have had the oppor- 
tunity to study their lines before certification, where we did not have 
that at all in the grandfather clause. That gave the trunklines their 
permanent certification. In other words, these men have through the 
years on a temporary status worked their way up to where Congress 
is now considering permanent certification, whereas the other was 
immediate and definite without a testing period such as these feeder 
lines had gone through. 

I think the reverse would be largely true that these people have 
been under close governmental scrutiny and survey as to their costs 
and their operations and their safety, their route structure and all, 
over this period of some nearly 10 years, where it was done overnight 
when we granted the grandfather clauses to the trunklines. 

Mr. WiiiaMs. Well, I think the key statement that bears on this 
discussion is found on the last page. If I may, I would like to reread 
it again: 

The airlines existing in 1938 had started their operations prior to the develop- 
ment of economic regulation for this industry. The Civil Aeronautics Act repre- 
sented a new set of ground rules, and Congress naturally accorded to the existing 
carriers a statutory recognition of their established operations. This type of 
grandfather provision has been standard in all areas where the Government 
has imposed a new form of regulation upon an existing industry. 

Senator Monronry. Well, the regulation that the grandfathers 
received was greater protection and greater stability, and the grant 
was all in favor of the then existing grandfathers, and I cannot dis- 
tinguish, excepting that the carriers have worked longer in a proba- 
tionary period than the trunklines did. Certainly the trunklines prior 
to 1938 had subsidy, the same as these people. They were not free- 
enterprise organizations operating completely without governmental 
help. 

Mr. Witu1aMms. Well, I would assume that back in 1938 if there 
existed these regulatory ground rules at that time, in all probability, 
then, the trunklines would have found themselves in the same posi- 
tion that the local service lines do now; namely, they would be called 
upon to perform, according to some standards that would be set, 
before they were given a permanent certificate. 

Senator Monnroney. They did not. They were granted it in 1938 
without even testing in the probationary period that these lines have 
gone through for a long time. 

Mr. Wiuams. Well, I am not a lawyer, but I am looking at this 
last sentence again: 

This type of grandfather provision has been standard in all areas where the 
Government has imposed a new form of regulation upon an existing industry. 

Senator Monroney. But I cannot see whe re it is different from 
the situation of the grandfather lines in 1988. If you take, as we 
have done in a number of situations; the route structures of these 
trunklines then existing and compare their route structures today, 
you will see no similarity between them except as to maybe a small 
base. They have expanded nationwide because they have permanent 
certification. Growth and progress hi as, 1 think, been partly attribu- 
table to the permanence to which the Civil Aeronautics Act, the grand- 
father clause, gave them. Now we have a new system that is filling 
in the gaps of this pattern, that has been pretested over a period of 9 
years, 3 years, 4 years, different lines that have been tested under that, 
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and we are now considering blanketing in these lines who can measure 
up tothat. Before you arrived we hi ada strong discussion here with 
the CAB chairman, to the effect this committee is certainly not anxious 
to freeze any route structure pattern or to reduce in any way the 
fiexibility that we think is necessary for these feeder lines to develop 
more and more traffic. It should be changed, and I think the feeder 
lines of all people recognize that, so it is not the purpose of this bill 
to try to freeze in a status quo the now existing route structure. It is 
merely to give them some degree of permanency and to help them in 
their financing and to help them in their maintaining of ade- 
quate personnel and the acquisition of more economically operated 
and maintained equipment; and certainly I believe with your vast 
experience in commerce, you would recognize that equity financing 
would be desirable in any kind of a business undert: aking; would you 
not? The greater the amount of equity investment in an airline would 
add to its stability and to its security and continued financial stability ; 
would it not? 

Mr. WritiaMs. Sure, that would be a basic factor. 

Senator Monroney. But do you know anybody who would invest 
in equity stocks on the basis of a 2- or 3-year indefinite status of the 
corporation ¢ 

Mr. Witirams. Well, I think that the record as I have had it predi- 
cates that the factor of financing is not a primary problem with these 
companies. 

Senator Monroney. Well, it is to a certain degree in the testimony 
that we have heard, in that they have to lean heavily on short-term 
financing, bank financing, open credit, rather than on equity capital, 
because very few investors—certainly we heard no evidence that there 
was any public offering of these aviation stocks, because they have 
nothing to offer the public. It takes a pretty good gambler to buy 
equity stock in a companty when you do not know whether it is going 
to exist. beyond 1 or 2 years, and with this continuing short life of the 
corporation as far as s the investing public is ¢ ‘oncerned, you defeat one 
of the fundamental needs of any growing and expanding cor poration 
in that it is of an indefinite nature whether it will even be allowed to 
fly that route a year from now. 

Mr. WitiraMs. It would be entirely speculative at this stage of the 
game to look back at 1938 and ask ourselves, “Well, what would have 
been the record of the trunklines in the period from 1938 on up to 
now if they had not all been blanketed in under the requirement ap- 
parently at that time?” We do not know. Possibly the industry 
would be healthier. Possibly it would not. But it seems to me, Mr. 
Chairman and members of the committee, that to blanket in the 
weakest, along with the strongest of these local service airlines is sim- 
ply to point out—well, the weakness of that policy can be pointed out 
by calling your intention to those three local service airlines whose 
certificates were canceled entirely. They were not renewed simply 
because these had been completely inadequate in service. 

Now, then, if this measure had passed, those three would have been 
frozen in. 

Senator Monroney. But Congress did not take this up on the morn- 
ing after these lines were given their temporary certificates and in your 
statement you refer to a renewal. I think several of these have gone 
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through several renewals, and how many renewals do we have to go 
through before we feel that feeder lines are here to stay ? 

Mr. Witutams. Well, I believe it has been one renewal only in most 
cases, but there have been some for 3, some for 5, and some for 7 years. 

Senator Monroney. I think they have all been through at least one, 
and some through several. 

Mr. Witu1aMs. But whether the renewal be for 3 years or 7, there 
has only been a scant 9 years in this postwar period in which the 
development of this kind of business has been taking place and that 
is not a very long time when you come down to it to iron out all of the 
bugs in a big industry. 

Senator Monroney. Well, that is not an 8- or 9-year development of 
aviation, because commercial aviation has been developing since about 
1930, I believe, when they first started carrying passengers. This is 
extending of existing aviation to other areas of the country that have 
not heretofore had air service available to them. The big test has 
been that people want to fly. Where do you reach them and where 
do they want to go? 

The big gamble, of course, was taken on the trunklines when you 
did not generate, as I said earlier, any more passenger traffic out of 
Washington, D. C., than is now generated on probably one of the 
poorest points on many of these feeder-line routes. 

Senator Payne. That is only 17 years ago, Mr, Chairman. 

Senator Monroney. Yes; but that one has been whipped. People 
are not afraid to fly any more. It is a question now of getting the 
people where they want to go with the service that is needed, and the 
subsidy situation figures show, I believe, that these lines are in a better 
position now than the trunklines were at the time they were given 
permanent certification back in 1938 

Mr. Wirson. Well, some of them are. Some of them, of course, are 
veak, and the three that were eliminated were particularly weak. 

Senator Monroney. That is right, but those have been eliminated 
due to the wisdom and consideration through which all of these 
others have survived. 

Mr. Wirxi1aMs. Well, we recognize, of course, that this problem is 
like so many problems. It is not sharply black or sharply white. 
There is a lot of gray. We, from an administrative viewpoint, have 
views which we respectfully submit. We have no doubt that they 
would be differed with by others, and, of course, the final decision w ill 
be rendered by Congress in its infinite wisdom. 

Senator Monroney. I understand the Department of Commerce 
worked out a compromise proposal on the local service bill and sub- 
mitted it to the Bureau of the Budget. The Bureau rejected the bill, 
and the statement which you presented here today does not contain 
any of the original proposals of the Commerce Department. Could 
you give the committee an idea as to your original proposals on the 
compromise ? 

Mr. Wituiams. Yes. There have been many discussions, of course, 
with all of the ramifications that discussions of that sort lead to, and 
there has been no specific plan suggested, but there has been some 
thought to this general idea 

Perhaps all ‘of these lines be certified permanently, but with a 
proviso that when X carriers—whatever X might be defined to be 
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after careful study—that they be obliged to go off subsidy. That is 
the essence of the discussion. "There has been no formula presented in 
any sense, 

Senator Monroney. In other words, you are going to treat the 
feeder lines differently from the way you treated the trunklines and 
foreign airlines; is that true? 

Mr. Wu1ams. Yes; because there is no such principle as that oper 
ating with respect to the trunklines at the present time. 

Senator Monroney. Certainly not. Although perhaps only 2 or 
are on subsidy, that floor, just like the farm- price floor, is still a. 
under every single airline off subsidy and it tends to support its 
security issues and make that stock solid and sound for equity invest 
ment. We appreciate the proposal of the permanent certification, 
but as a friend of the feeder lines I would certainly be violently 
against them accepting this with a death sentence that before the 
expiration of a certain number of years, that they were doomed to 
die if they were not subsidy free, because they are picking up service 
which is the crumbs. They are picking up the crumbs, the towns, the 
cities and communities that your subsidy-guaranteed airlines who will 
continue to be subsidy guaranteed do not ‘choose to serve and will not 
serve and are continually dropping off and discontinuing service. 

We just had a case of Dubuque, Fort Dodge, and Rockford, three 
very good points which Braniff was asking to be relieved of, and they 
were supposed to get out on the 20th of April. The Board in its 
wisdom heard the case and decided United should serve those cities. 
United decided they did not want to and are taking the case to court. 

Had it not been for fast action by the Civil Aeronautics Board, all 
of those communities today would be without service. ‘lo keep your 
giants on subsidy if you need it or want it, and they always have it 
to support their securities, and to treat these little feeders differently, 
that must pick up the small short, unprofitable hauls, would seem to 
me to be a tragedy. I am glad the budget turned that one down. 

Mr. Wiuttams. I would like to make the record perfectly cleat 
They have not had anything formal to look at or turn down. There 
have been informal discussions with the Bureau, but there has been 
nothing formally presented or turned down. I think it might be 
germane to this discussion to point this out. The operator would have 
his choice as to whether he wanted permanency or not with this sort 
of program that was outlined. He might prefer to stay on the tem- 
porary basis for longer periods which would be to his advantage and 
that would be for him to choose. He might feel that with the prob- 
lems he had to overcome in wrestling out such things as Dubuque, 
Iowa, and Rockford, such as you talked about a while ago, that he 
might want more time to determine from his own experience what 
kind of routes would be best for him on an economical basis. 

Senator Monroney. I agree with you completely that on the route 
structure any bill we pass must be fluid because aviation should be a 
dynamic and growing industry, and there may be points not now 
thought of that can be served to build big load factors, and certainly 
there is a great deal of help that can be obtained through cooperation 
of other Government departments, such as speedy shipment of first- 
class mail which is being done to a limited degree now on some of 
these feeder lines. Let them earn the money. We are paying the dol- 
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lars for the miles flown, and they might as well have a load, particu- 
larly if it will speed up the mail. We will find ways for them to be 
self-sufficient and certainly I feel any airline, any feeder line would 
regard self-sufficiency and being subsidy free as the greatest achieve- 
ment they could receive, because then they could finance themselves 
without short-term high- interest-rate bank financing by issues of 
securities and attract capital to get the most modern type planes and 
maintains the highest type pei rsonnel. 

Senator Schoe :ppel f 

Senator SCHOEPPEL. No questions. 

Senator Monronery. Senator Payne. 

Senator Payne. Mr. Chairman, I only have one. 

Mr. Williams, it sometimes bothers me when I hear so much said 
about subsidy. I think we recognize, first of all, that air transporta- 
tion is a very vital part of the overall transportation facilities of the 
country; is that correct ? 

Mr. WiuuiaMs. Certainly. 

Senator Payne. We talk, of course, and it is commendable that we 
would all like to get away from subsidy, but is it not true that your 
very department not only encourages—I will not say “encourages, 
but stands pretty pat on a proposition of in effect providing subsidy 
for other forms of transportation. 

Mr. WiutiaMs. Roads and ships. 

Senator Payne. Yes. Am I correct or not that when we originally 
developed the Federal-aid highway program, in which the Federal 
Government participates materially with the States, that it originally 
was understood a concept of a primary road Federal aid ? 

Mr. Wiutuiams. I do not know what the original concept was. 

Senator Payne. Then later we decided there was an important part 
of our country not being brought to the front and, therefore, we 
should get into secondary road Federal aid, which in effect was the 
feeder lines that go out to the rural areas of the country. 

Mr. WuutaMs. Well, I suppose when you consider those other two 
brackets of subsidy you have to consider other factors that enter into 
it. Perhaps it is more easily definable by taking a look at the Mari- 
time. There we have subsidies, surely both in the operation of ships 
and in the building of ships for the very simple reason that if we did 
not have those subsidies or assistance in some way or other, we would 
not have a merchant marine, because the ships can be built at much 
lower cost by foreign yards and the vessels themselves, once built, can 
be operated by foreign crews so much more cheaply, so we have in the 
interests of national security primarily and the need to maintain an 
oo merchant fleet, we have the responsibility of having some 

vay to keep that fleet existent, and that some way, unless somebody 

“an come up with some other magic formula that has not been fore- 
seeable so far, that way is by subsidy. 

Now, the situation with respect to roads is different, but I suppose 
national security is involved there, the development of our domestic 
economy. The point that you pointed out, the fact that you have 
different conditions in different sections of the country, it has been 
developed as a matter of national policy, of course, that we have this 
program of grants-in-aid to the States. Maybe in time if we reach 
a point of static population and once have a plant built and we only 
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have more or less maintenance to take care of, even then it may be 
conceivably possible that the time factor will eliminate or at least 
relieve some of the subsidy requirements there, but we are faced with 
the facts of life in the year 1955 in both of those areas and we have 
to take a look at trying to find answers in the face of the facts that 
confront us in 1955. 

Now, surely we are recognizing the needs for subsidy, but partic- 
ularly with respect to this legislation, we simply have the feeling that 
there has not yet been a long enough time in the development of this 
industry to have carved out for ourselves clear-cut answers as to 
what final policies should be and it would be our belief that it would 
be better to provide the flexibility that would exist either by a con- 
tinuation of the procedures that now exist or to adopt some sort of 
modified policy such as we suggesed in answer to the chairman’s ques- 
tion a moment ago. 

Senator Payne. But is it not true that we are always going to be 
confronted unless we come up with something very unusual? ‘These 
feeder lines, if they are going to continue to oper rate as they are at the 
present time and are going to be precluded from these long hops and 
long lines, that the major trucklines enjoy under the system, that they 
are alw: ays going to be confronted with costs greatly in excess of that 
which the trunklines are involved in, because of the very nature of 
their operations. I have a situation in my own section, where I 
know that under present circumstances and the present flights that 
are used that I think it is going to be practically impossible for them 
to get on a sound basis until they get an opportunity, and the Board is 
considering at the present time a number of things in connection with 
that, to compensate for the very short hops they make, many of which 
are in 30-mile jumps. They take off and set down in 30-mile areas 
in order to provide a service to that area that nobody else would 
provide. 

Now, until they get to such point as they can have a reasonably 
long haul without constant takeoff and letdow n, they are going to have 
to absorb costs that cannot be met by the passenger traffic, because our 
people are entitled to service the same as the people out of New York, 
Boston, Chicago, or Los Angeles, at a reasonable rate, and, therefore, 
somewhere along the line somebody i is going to have to absorb the dif- 
ference between what a going rate is and what the costs of operation 
are so as to maintain that service for our people. We are doing exactly 
the same thing on highways. We are doing it in the trucking com- 
panies, the opportunity of going out not just to Boston, not Chicago, 
not just Los Angeles, but to move to “East Overshoe,” or whatever 
the town may be by ‘providing some aid in secondary highways to 
make it convenient for produce and individuals on bus companies, and 
so on, to move into remote areas that they otherwise would not be able 
to enjoy. 

Mr. Witz1ams. Well, I would certainly agree with you that I think 
the aviation industry is still in its infancy. We have seen terrifically 
rapid growth but I think we are still in the infancy stage, but I think 
the question, Senator Payne, that neither you, I, nor anyone else can 
answer is what this almost magic dev elopment ‘of our technology is 
going to do for us in this field in the years to come. I do not want 
to digress at length here, Mr. Chairman, but I would like to refer 
by way of illustration to this open-house that was held at the Bureau 
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of Standards a week ago. There were many things of dazzling inter 
est there, but one that will emphasize the point 1 am making, for the 
first time in history there was shown on a television screen a picture 
of an engine turning over. You could see the piston and the piston 
rod, and the crankshaft, and the whole works, and there it was, just 
churning over, by means of nee up I cannot use the scientific 
language, but they are able by speeding that up to make it appear 
to stand still at any one point to see if there is any distortion in the 
connecting rod, for example. 

Now, that is a brand new technique and so new in fact that they 
did not know until 2 days before this Bureau of Standards open house 
whether they would have it completed to demonstrate. 

There are many things in the scientific world coming along and 
I suspect that we may have a kind of air transport on the morrow, 
particularly that will take care of the problems with respect to these 
short hauls that we just do not dream of today. 

Then you may find that engineering skill may make it possible for 
the kind of service to which you are referring and to which we all 
subscribe to be had and still without any subsidy. 

Senator Payne. Up until that time though, we have got to face 
facts on it. 

Mr. Witz1ams. That comes back to the point we have been dis 
cussing, and where I am sure there is an honest difference of opinion. 
We just feel there would be greater aid to the industry not to freeze 
in the weak, and perhaps to freeze in those subsidies for a longer period 
and to proceed on another basis instead . 

Senator Monroney. You overlooked, I think, one of the greatest 
and most expensive subsidies in all history and that is giving away 

vast parts of our eminent domain in the West to get the railroads 
built. 

Senator Payne. And that is what built up the West. 

Senator Monroney. Yes; and it also built up the East, because the 
Kast had a market for their products, and many things that looked 
like a subsidy for one area, later revert to greater benefits for other 
ureas far distantly removed. At that time every one of those railroad 
companies went through the wringer about a dozen times, but we do 
have a national transportation system that would have been delayed 
for many years without that giving away of hundreds of millions of 
dollars to get our railroads built. 

Senator Payne. Probably the hauling of the mail came into that 
somewhat, too. 

Senator Monroney. Indeed it did. Itstilldoes. Any questions? 

Senator Bratz. No questions. 

Senator Monroney. Any further questions. 

Senator ScHOEPrEL. No questions. 

Senator Monroney. Thank you very much, Mr. Secretary, for your 
uppearance. Weappreciate your testimony. , , 

(The prepared statement of Mr. Williams is as follows :) 


STATEMENT OF WALTER WILLIAMS UNDER SECRETARY OF COMMERCE ON S. 651 
AND 8. 1081 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to present the views of the Department of Commerce on S. 651. In basic effect, 
this bill would provide permanent certificates at this time for all existing local 
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service airlines. For reasons which I shall indicate, this Department is opposed 
to this legislation, and urges that it not be enacted. 

Our general comments apply equally to 8. 1081, which is similar in purpose 
to 8. 651, but covers all-cargo lines as well as local service carriers. The prin- 
cipal issues raised by both bills are substantially the same. For convenience of 
discussion, I shall address my comments particularly to the issue of local service 
certificates, as contained in S. 651. 

I wish to emphasize several basic points at the outset : 

First, the Department fully recognizes the importance of an adequate system 
of local air service. Our opposition to these particular. bills does not reflect, 
in any sense, opposition to local air service as such. 

Second, the Department recognizes the desirability of granting permanent 
authorization promptly to any individual local service carrier that demonstrates, 
on the basis of its specific record, that it is ready for such authorization. 

Third, the Civil Aeronautics Board, under the existing statute, has ample 
authority—and in fact an obligation—to promote the development of local air 
service, and to award permanent certificates Wherever justified. 

Thus, the basic issue raised by this legislation is not whether local air services 
are desirable and should be continued. Instead, the main issue is whether these 
services—and their existing routes—should now be converted to permanent 
certificates through blanket legislative action, thereby removing the Civil 
Aeronautics Board’s present authority to consider each case on its own merits. 

Last year, the Federal agencies primarily concerned with aviation—acting 
through the Air Coordinating Committee—prepared for the President a report 
on civil air policy. With particular reference to local air service, the Air 
Coordinating Committee urged prompt action to strengthen existing route struc- 
tures. It further recommended that, with these route adjustments, the carriers 
be expected to eliminate their requirements for subsidy within a reasonable 
future period. 

The objective of subsidy-free operation has an importance that goes far 
beyond its direct financial effect on Federal expenditures. In the long run, the 
needs of the public can be served most effectively by an industry that is finan- 
cially healthy, and capable of operating on an independent, self-sufficient basis. 

The Department of Commerce firmly believes that this type of industry can 
best be obtained under the regulatory procedures established by the Civil 
Aeronautics Act. Under these procedures, the Civil Aeronautics Board has the 
opportunity to decide, on the basis of specific evidence, what routes should be 
awarded, and what term of authorization is justified, for each carrier. 

We oppose S. 651 because it would substantially curtail this present oppor- 
tunity for reviewing individual operations. It would prematurely inject rigidity 
into route structures which should, for the time being, remain flexible. 

We recognizé that S. 651, unlike previous bills on this subject, gives the Civil 
Aeronautics Board discretionary authority to continue on a temporary basis 
some intermediate points on local carriers’ routes. Nevertheless, by making 
permanent these carriers’ terminal points, and some of their intermediate points, 
this bill would substantially freeze the basic outlines of the local service route 
pattern. In its fundamental aspects, therefore, 8S. 651 is subject to the same 
objections which this Department raised in our testimony last year on previous 
bills. 

The specific provisions of S. 1081 differ somewhat from those of 8. 651. In 
S. 1081, the mandatory granting of a permanent certificate is conditioned upon 
a finding that a carrier’s service is still required by the public convenience and 
necessity. While this might appear to leave the Board with some discretionary 
authority, the freedom of choice is more theoretical than real. For, if the Board 
finds that a service is not required by the public convenience and necessity, 
then presumably it should take steps to terminate even its temporary authoriza 
tion. Conversely, if the carrier is to be kept in operation at all, it would have 
to be given a permanent certificate at this time. The Board could not, under 
this legislation, give a carrier an additional temporary period within which to 
demonstrate its long term prospects for success. In practical effect, this ‘all or 
nothing” provision would freeze the existing pattern of local service almost 
as surely as would other bills on this subject. Accordingly, we would oppose 
S. 1081 for the same reasons indicated with respect to S. 651. 

As part of the background for this Department’s position, I should like to 
review very briefly the development of local air service operations. 

This segment of our air transport system has been almost entirely a postwar 


development. With one exception, all of the local service carriers received their 
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certificates in 1946 and subsequent years. From the very start, the Civil Aero 
nautics Board has emphasized the difficult economic problems of local air 
service, and its high initial dependence upon Federal financial support. It has 
further emphasized the importance, during the development period, of retaining 
flexibility through the use of temporary certificates. In a general investigation 
of local air transportation conducted in 1944, the Board stated: 

‘* * * The issuance of temporary certificates * * * will serve as a safeguard 
against a static or progressively increasing dependence on the Government : and 
will permit of the subsequent giving of permanent status only to such services 
as have shown during the life of a temporary certificate that they are capable 
of operation without undue cost to the Government and of a progressive reduction 
of such costs.” 

Similar statements, reaflirming this basic policy, have been made repeatedly 
by the Board since then. 

The initial local service certificates contained 3-year authorizations. Upon 
renewal, the Board has normally granted certificates of 5 years’ duration, and 
in 2 cases has granted 7-year certificates. In three cases, the Board refused to re 
new the certificates of local carriers on the grounds that their record had demon- 
strated insufficient prospect for successful operation. 

In acting upon renewal applications, the Board has generally made substantial 
adjustments in the carriers’ route structure. These route changes, reflecting 
the experience gained in actual operations, have been designated to improve the 
economic prospects of these carriers. Such changes have included the suspension 
or elimination of some points, the addition of new ones, the transfer of points 
between trunk and feeder routes, and the addition or elimination of entire route 
segments. 

In the light of actual experience, the CAB’s original anticipation of economic 
problems in this field was well founded. Short-haul service represents an aspect 
of air transportation where operating costs are relatively high, and the competi- 
tion of surface carriers is most intense. 

Subsidy needs have accordingly been high, with gradual improvement as the 
services have continued to develop. In 1950, the local carriers as a group received 
60 percent of their total revenue from mail payments, which consisted mainly 
of subsidy. In 1952, this figure was 50 percent, and for the year ended September 
30. 1954, it was 47 percent. 

The carriers deserve considerable credit for progress they have made in the 
face of difficult problems. As yet, however, the industry as a whole has by no 
means reached a position of economic stability and independence. It should 
be kept in mind that the financial support provided by the Government in 1954 
was still nearly as great as the commercial revenues received from the traveling 
and shipping public. 

Among individual carriers there has, of course, been considerable variation 
above and below the industrywide averages. At the more favorable extreme, 
one earrier received roughly one-feurth of its total revenue from mail payments 
in the year ended September 30, 1954. At the other extreme, one carrier received 
four-fifths of its revenue from this source. In all, 9 carriers received between 
one-fourth and one-half of their revenues from mail pay, while this percentage 
exceeded one-half for the remaining 6 lines. 

This wide disparity among carriers is in itself a significant argument against 
the enactment of this proposed legislation. In effect, this legislation would 
treat all local carriers alike, and assumes that all are equally ready for perma- 
nent certification at this time. $y any reasonable standards, it would seem 
that the carriers which are relatively closest to self-sufficiency are most nearly 
ready to have their routes and their operations placed on a permanent basis 

Unfortunately, the issue of permanent certification has been overstressed as 
some form of panacea for the admittedly difficult problems of local air service 
There seems to be some impression that the granting of permanent certification 
is essential to the maintenance of the service and to its economic improvement 
We do not believe this to be so. 

Permanent authorization has no magic powers to solve an industry’s problems 
We have only to look at the experience of the domestic trunklines. All of the 
trunklines have been operating under permanent grandfather certificates which 
date back to the prewar period. Yet, after 16 years of this permanent status, 
several of the smaller trunklines are still dependent on subsidy, and have been 
during their entire period of operation. 

The problems inherent in a given route structure are not solved by making 
the routes permanent; on the contrary, this merely makes the solution more 
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difficult to attain. Nor will permanent authorization increase a carrier’s ince! 
tive to improve his operations; there is a real danger that it would have just 
the opposite effect. 

In a letter to this committee last December, the Civil Aeronautics Board 
stated : 

“The systematic recertification process is particularly valuable in that it 
affords an opportunity for the Board to review with the carrier the economic 
justification for the routes it operates, the extent to which its routes are adapted 
to properly serve the territory, and to permit the elimination of weak segments 
and the substitution of stronger segments to meet the air-transport needs of the 
area. Permanent certification would render extremely difficult such route 
realinements.” 

Under existing procedures, local route structures have gone through a con 
tinual process of refinement and improvement. We believe it would be highly 
undesirable to limit the Board’s flexibility in this regard, as this legislation 
would do. 

Proponents of this legislation have claimed that the immediate granting of 
permanent certificates is needed to permit local carriers to obtain private finance 
ing. In our opinion, this factor has been greatly overstated. No doubt the 
duration of a carrier’s authorization would be one of the factors considered by 
banks or other lending institutions, but it is unlikely that this would normally 
be the controlling factor. 

Investors are primarily concerned with the profitability and financial sound 
ness of any operation. If a particular carrier has so poor a financial record 
as to create a serious doubt regarding its renewal prospects, this record in itself 
would probably deter prospective investors, regardless of the duration of the 
certificate. In this connection, it should be kept in mind that the Board has 
consistently renewed local carrier authorizations whenever there is some reason 
able chance for eventual economic success. 

The experience of the trunklines demonstrates that permanent authorization 
cannot outweigh, for the investing public, the actual financial results of a ear- 
rier’s operation. Just a few vears ago the trunklines as a group went through a 
period of financial difficulty brought on by problems of postwar readjustment. 
During that period the trunk carriers had great difficulty in obtaining private 
financing. The situation was, in fact, so serious that the President asked the 
Reconstruction Finance Corporation to undertake a special investigation of the 
financial position and requirements of this industry. Neither permanent oper 
ating rights, nor eligibility for Federal subsidy, were sufficient to retain the 
confidence of investors in the face of immediate operating losses. This confi- 
dence was not restored until earnings themselves improved. 

The one thing, above all else, which can assure adequate private financing 
is a sound record of economic development and improved earnings. For reasons 
alreacy stated, we are convinced that any premature conversion to permanent 
status would merely retard the very improvements in route structure which are 
so basic to the attainment of a strengthened financial position. 

This Department has consistently recognized that permanent certification 
would have certain advantages, where judiciously granted. However, we firmly 
believe that the indiscriminate awarding of such certificates to all local carriers 
at this time would have serious disadvantages and would create more problems 
than it would solve. 

There is one further point which should be made clear. In previous hearings 
it was repeatedly suggested that this type of legislation is comparable to the 
granting of permanent grandfather rights when the present act was passed in 
1938. However, there is in fact no sound analogy between the present proposal 
and the grandfather provisions of the act. 

The airlines existing in 1938 had started their operations prior to the devel- 
opment of economic regulation for this industry. The Civil Aeronautics Act 
represented a new set of ground rules, and Congress naturally accorded to the 
existing carriers a statutory recognition of their established operations. This 
type of grandfather provision has been standard in all areas where the Govern- 
ment has imposed a new form of regulation upon an existing industry. 

The situation with respect to the local service carriers stands in sharp con- 
trast. These carriers came into being under regulatory ground rules which were 
already established. They have known from the start that their certificates 
were intentionally made temporary, because of the developmental status of this 
service. Thus, the grandfather provisions of the act provide no relevant prece 
dent for the legislation now under consideration. 
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For the reasons already stated, the Department of Commerce opposes the 
enactment of the pending bills. We strongly favor the retention of the present 
statutory arrangements and believe that they can best serve the interests of 
the public, the Government, and the industry. 

Senator Monronry. We have as our next witness Harmar D. 
Denny, member of the Civil Aeronautics Board. 


STATEMENT OF HON. HARMAR D. DENNY, MEMBER OF THE CIVIL 
AERONAUTICS BOARD 


Mr. Denny. Mr. Chairman, I have no written statement, but there 
are just three things I want to mention. I think there have been 3 
great developments in the local service lines in the past year or so 
that have interested me very much, and 1 of them is the tremendous 
interest that the Members of Congress and the people in the local 
towns have in our hearings, and there was 1 particular case where 
there were 16 Members of Congress, and 6 other letters came into 
the Board on the 1 case, and I think that indicates pretty clearly that 
no one really has any idea that these local service airlines are a tem- 
porary thing, that they are permanent, without question. 

The second thing is the tremendously greater cooperation between 
the trunklines and the local service lines. The trunklines when they 
find a stop is not productive are much more willing to give it up to 

local service airlines where it is within its type of work than they 
ever were before, and I have seen that evidenced a great many times 
by their coming and offering, and the local service line accepting, a 
stop of that kind. 

The third thing is the question of credit, and I believe that that is 
somewhat of a fallacy. 

Now, in the last 2 weeks, 2 of our most successful local service air- 
lines have bought larger types of airplanes, because they suited their 
particular routes that they wanted them for. They had absolutely 
no trouble at all going to a bank = borrowing money. I believe 
one of them up to amillion dollars. I don't know exactly what it was, 
for those airplanes, and they are expecting to put them into use on 
these lines that are individually suited for that kind of travel. 

So I think that that is considerably exaggerated, and the suecess- 
ful lines are the ones that can borrow the money, and certainly if an 
unsuccessful or apparently unsuccessful line is permanently certifi- 
cated, I don’t think any bank will lend them any more money than 
if they were temporarily certificated. 

Senator MONRONE y. But they would be able to attract equity capi- 
tal. Most of the equity is usually held by men of keen interest in 
aviation, rather than those investing as people usually would. in 
stocks in companies whose length of operation is more de finitely se- 
cured, and as a matter of good business, the larger amount of equity 
capital as against bank credit. You can take a chattel mortgage on 
airplane A, and if the payment isn’t made, the bank has good secu- 
rity, particularly if it was bought from Chennault, or another of 
these distressed sales. 

But for going out and encouraging the development by a large 
airplane company of a type of plane that is ideally suited for the 
feeder lines’ peculiar type of ra ation, the up and down operation, 
you have no stability in that at all. 
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Mr. Denny. We are encouraging, of course, legislation for finane- 
ing that very thing, by the Government, because we think it is of 
great importance, not only in the local service airline, but in other 
aspects of the aviation service of this country. 

Senator Monroney. May I compliment you on that stand and share 
with you the hope that we can do it? I don’t think permanent cer- 
tification will be the only answer to getting that type of plane. 

Mr. Denny. And in answer to Senator ‘Pay ne’s first question about 
why it didn’t keep the trunklines from having incentive when they 
were put on permanent certificates; that was avoided because they, 
of course, are competing with other airlines, over larger distances, 
tremendous distances, and they don’t compete so much with the ground 
transportation as the local service airlines do. The local service air- 
lines have no other air competition, and I don’t believe they could 
stand it. That is quite apparent. And as long as that competition 
increases, there will be the incentive to keep down costs, to make as 
much money for their stockholders and for their people as they can, 
and for development of those lines. 

[ just wanted to say that I think that is an important thing. Thank 
you, sir. 

Senator Monronry. Thank you very much. Do you have any 
questions ? 

Senator ScHorpPe.. No, thank you. 

Senator Monronry. Mr. Payne. 

Senator Payne. No. 

Senator Bisie. No questions. 

Senator Monroney. Thank you very much for your courtesy in 
coming here. Iam sorry to keep these folks waiting. 


STATEMENT OF HON. JOSEPH P. ADAMS, MEMBER OF THE CIVIL 
AERONAUTICS BOARD 


Mr. Apams. Mr. Chairman, Senator Bible, Senator Schoeppel, and 
Senator Payne, I appreciate your hearing this statement now, because 
of its continuity with reference to the previous statements and I will 
attempt to tailor it, Mr. Chairman, to make it shorter 

As I have already indicated in writing slightly more than 2 months 
ago to the former chairman of this committee, I am in favor of perma- 
nent certification for our local air carriers, particularly if the Civil 
Aeronautics Board retains some flexibility of control in the grant of 
the new certificates as to future‘adjustments of loss points or route 
segments. In my letter to the former chairman of this committee, 
dated December 17, 1954, I stated this position as follows: 

To preserve flexibility as to future adjustments of such local service carriers’ 
routes as may receive permanent certificates, I would suggest that the new per- 
manent certificate represent a skeleton of strong terminal points, with the inter- 
mediate cities qualifying for permanency as they reach a volume of traffic and 
revenues sufficient to offset for all direct costs and a reasonable share of indirect 
costs, 

Speaking at this stage, I have the advantage of having heard the 
discussions with regard to future route changes. Gentlemen, if you 
had a map here of the airline routes of 1938, you would not be able to 
distinguish a single present carrier. The fact that those carriers re- 
ceived grandfather certificates in nowise has prohibited the Board in 
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making route adjustments which in most cases have doubled and tri 
pied the service those carriers have operated since 1938, and so it is my 
opinion that S. 651 will in no way restrict the improvement of the 
routes of any of these carriers. 

As the balance of that letter makes clear, my position on the basic 
issue of permanency for these carriers is simply that it is time for us 
to recognize that these carriers are here to stay just as the smaller 
communities which they serve are here to stay. 

In the balance of my statement today, I should like to avail myself 
of this opportunity, since my position is contrary to that of my col- 
leagues on the Board on this matter, to explain how this difference of 
view came about. 

As I see it, the basic question here is simply where are the local car- 
riers going and just what role is to be played in the future by these 
carriers’ The answer to the question obviously involves two impor- 
tant problems—what kind of service are these carriers to provide, and 
how will that service affect the subsidy-mail-pay bill? 

I should like to make it clear in the following testimony that I am 
as concerned as anyone else over the amount of Federal-subsidy sup- 
port which these carriers have thus far required, but as concerned as 
I am on this matter, of even greater importance, I believe, is the serv- 
ice Which these carriers can and must provide to the smaller commu- 
nities in this country, if we at the Board, and you in Congress, are to 
promote and develop air transportation to all of our people as it should 
be promoted and developed. 

After tracing for you the points of difference between the present 
inajority of the Board and myself, and making clear that the current 
difference between us is one as to the relative significance to be at- 
tached to subsidy on the one hand and service to the public on the 
other, I shall point out that the present position of the majority is a 
distinct departure from that taken by a unanimous Civil Aeronautics 
Board on this very question of permanent certification when this whole 
local airline experiment was begun 11 years ago. 

Finally, I should like to indicate where I think the local carriers 
are going, and how their progress can be continued through their 
efforts and those of the Board so that the best interests of not only 
the taxpaying public, but also those of the traveling public, will be 
adequately protected, consistent with the development of a sound air 
transportation system. 

The Importance of Subsidy. My first significant difference with 
the majority occurred in 1952 on the occasion of the renewal pro- 
ceedings for two of our local air carriers—Wiggins and Mid-West 
Airlines. These two cases were decided in April and October of that 
year and the majority terminated the operations of both carriers, 
primarily on the grounds of the excessive subsidy required by a 
tinuance of their certification. 

It was my view in both cases, that while subsidy was a factor of 

cardinal importance, the majority had not allowed either carrier suf- 
ficient opportunity to demonstrate the need for the service which they 

provided or could provide. The opportunity to demonstrate this 
need involved, as I saw it, not only the period of time required, but the 
authorization for both carriers of a more economical route system 
with economical aircraft. 
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The next significant development in my own attitude toward the 
whole local carrier problem i is indicated by a speech which I delivered 
in April, 1953, to the First Pacific Northwest Airport Conference in 
Eugene, Oreg. On that occasion I pointed out that subsidy, which 
at that time was mounting, was actually subsidy to the sm: all cities 
served by the local air carriers and that it, therefore, behooved all 
such communities to support such carriers in every conceivable way 
in reducing the total subsidy bill. 

I will digress here from my prepared statement to attempt to eluci- 
date. This million and a half dollars that is paid an individual local 
service carrier does not go to the corporate stockholders, if it is called 
subsidy. The stockholders, if they have an investment of, let us say, 
a million dollars in the company, are entitled to 8 percent return or 
$80,000 a year. The balance of $920,000, if there is a million being 
paid, goes to the break-even cost of operating these services to the 
small communities. 

In other words, my point is this: 90 percent of this subsidy, which 
is a word that is questioned, is not to the corporate shareholders in 
any one of these enterprises, but it is for providing a service that 
would not otherwise be furnished to these smaller communities. 

This philosophy of mine was strengthened and crystallized in a 
speech which I made in November 1953, to the annual meeting of 
the National Association of State Aviation Officials at Edgewater 
Park, Miss. This speech was later reduced to a Law Review article 
appearing in the autumn issue of the Journal of Air Law and 
Commerce. 

My thinking in both the speech and the article was simply that the 
entire future of our local airline experiment depended in great degree 
upon community support. I stressed the important role to be pl: ayed 
by both States and cities in working closely with the local air carriers 
toward increasing passenger traffic and revenues and thereby reducing 
the Federal subsidy bill for these carriers. 

Now I will skip the balance of page 4 because it only relates another 
occasion on which I stressed what I thought was the importance of 
the subsidy. 

Senator Monronery. That will be included in the record as though 
you read it. 

Mr. Apams. Thank you, sir. 


SMALLER COMMUNITIES AND THEIR ATR TRAVELERS ARE ALSO IMPORTANT 


While as I have shown, I have always been concerned over the sub- 
sidy problem, I regard it as only one aspect of the Board’s duty to 
promote and develop a sound air transportation system in the best in- 
terests of the public. In 1954 it became apparent that, in my opinion 
at least, a majority of the Board w as overemphasizing this one problem 
of subsidy, particularly the subsidy paid our local air carriers. I could 
not agree with such statements as the following which appeared in the 
civil air policy statement of the President’s Air ( ‘oordinating Com- 
mittee in May 1954. 
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On page 14 of the President’s statement, a statement, of course, 
which was sponsored by a majority of the Board, the following 
appears: 


* * * Where continued and significant progress toward self-sufficiency is 
not demonstrated by a local service carrier, its operating authority should be 
terminated in an orderly fashion. To the extent that the services formerly 
provided by it are clearly required to meet a public need, such services should 
be furnished by another carrier capable of providing the service without cost or 
at substantially reduced cost to the Government. The program of route adjust- 
ments should be expedited in the light of the schedule to be established for an or- 
derly phased reduction and eventual elimination of subsidy support for the local 
service carriers. 


My own view, which I wrote on April 13, 1954, and forwarded to 
the President’s Air Coordinating Committee working group, is sum- 
marized in the following excerpt : 


Our present local air service system is by no means perfect. It must con- 
tinually be improved in the same way that it has been improved over the last 
S years. I nevertheless believe that it is here to stay, just as this entire Board, 
through its Chairman, said it was here to stay on June 22, 1951, in a statement 
made before the local service airline seminar at Purdue University, Lafayette, 
Ind. 

In any event, in the absence of a careful consideration of all the public interest 
factors—and not subsidy alone—I do not agree that our well-established local 
air service system should be disrupted or eliminated by this Board’s announcing 
now, in this policy statement, that the one factor of cost is to determine whether 
cities, routes, or entire systems should be transferred from local service to trunk- 
line service category; and that absent such transfer, true local air service to 
these cities, routes or local systems will be entirely eliminated. 

So much for a short history of my differences with a majority of the 
Board as to the importance of the role of subsidy in the deve lopment of 


our local air carrier program. 
THE PERMANENT CERTIFICATE PROBLEM 


Now as to the m: vjority ’s testimony today before this committee, 
I find that again I am in disagreement with their philosophy and their 
interpretation of the Board’s own past local air service policy and also 
with their idea of where our local carriers can and should go in the 
future. 

As I stated at the outset, I believe that permanent certification 
should be granted these local air carriers simply because of my belief 
that these carriers are here to stay Just as much as the sm: aller cities 
served by them are here to stay. In part, at least, I agree with our 
Chairman’s testimony that some of the claimed benefits of permanent 
certification are conjectural; but as I just pointed out, my grounds for 
urging permanent certification are simply that it is time we recognized 
the necessity for an indefinite continuance of the services rendered by 
these carriers, regardless of whether or not permanent certification 
will be a means of bringing about a long list of immediate and far- 
reaching benefits. 

I want it clearly understood that just as I think some of the claimed 
benefits of permanent certification may be conjectural, I am also con- 
vinced that the alleged calamitous results which will follow perma- 
nent certification (c " uimed by those who oppose these bills) are also 
highly conjectural, in my opinion, and have been emphasized out of 
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all proportion. The claimed stultifying effect on the ambitions of 
these carriers to do a good and efficient job, to increase traffic and reve- 
nues and to cut costs are most doubtful, I believe, and highly theoreti- 
cal. 

In supporting the validity of these and other claims that perma- 
nent certification would destroy initiative, raise costs and the like, 
the majority is completely overlooking, it seems to me, the power and 
duty which we as Board members have to see to it, in our mail-pay de- 
cisions, that inefficiencies of this type just don’t happen—and that if 
they do, we have a duty to make sure that the Federal Government 
doesn’t pay for them. 

We have this duty as to our carriers, whether they are permanently 

r temporarily certificated. And nothing in these bills, as I read 
aa need dampen our enthusiasm to discharge this duty just as con- 
scientiously as we possibly can and should be doing right at the present 
moment. 

I can understand, Mr. Chairman, the concern of other branches of 
the Government about subsidy. I can understand the concern of the 
Secretary of Commerce. I can understand the concern of the House 
and Senate committees, and that is a valid questioning of this whole 
matter of subsidy, but I cannot understand why we on the Board 
should be concerned for this reason: No corporate entity that is op- 
erating as an airline can get 10 cents of this Federal subsidy unless 
we vote for it, so it occurs to me that it is our responsibility to see that 
as a result of this permanent certification, there is no undue expendi- 
ture of Government funds. I stressed this consideration in my letter 
to the former chairman of the committee last December where, after 
pointing out that our local service subsidy bill was no longer increas- 
ing appreciably, but was actually leveling off, I made the following 
statement: And that statement I will skip because it is more or less 
what I have just given you. 

The Board’s original local air-carrier philosophy, and if I may 
emphasize any statement, I would like it to go to this subhead. To- 
day’s testimony indicates again, it seems to me, that the majority of the 
Civil Aeronautic s Board is overemphasizing the importance of subsidy 
and economic self-sufficiency, to the exclusion of other very important 
public-interest factors. 

Of at least equal importance to the factor of self-sufficiency is that 
of adequate airline service to our entire country. This fact was rec- 
ognized by a unanimous Civil Aeronautics Board when it decided to 
sponsor the local air-service experiment more than 10 years ago, on 
July 11,1944. You have heard earlier the testimony of our C hairman 
in which he quoted from that landmark Board decision. Unfortu- 
nately, the quotes he used were only those dealing with the importance 
of subsidy. The very next paragraph after the last one quoted by 
him in his testimony indicates that a unanimous Board at that time 
recognized the importance of the public-service factor and how that 
factor epitomized the Board’s basic duty to promote and develop air 
transportation. The paragraph reads as follows: 

In view of these considerations, it becomes apparent that the provision of a 
short-haul and local service with aircraft will be, in a very great measure, an 
experimental operation, and constitutes a problem with respect to which we 
have little or no information of a factual nature. But since the challenge exists, 
and the investigation has disclosed an eagerness on the part of the proponents 
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of such a service to take up the challenge and since the experiment may well 
result in public benefit beyond present expectations, the responsibility im 
posed upon us to encourage the development of an air-transportation system 
properly adapted to the present and future needs of the commerce of the United 
States, the postal service, and the national defense, and to encourage the de- 
velopment of civil aeronautics generally, justifies us, within reasonable bounds, 
in translating into results of experience, what are now plans and estimates. 

Following this quotation the Board in the original case refused to 
follow its examiners’ recommendation that a maximum limit be placed 
upon the mail pay which any one local air carrier was to have; and then 

there appears the following statement bearing upon the very problem 
which we are here focusing on today, almost 11 years later: 

I am quoting again from this landmark decision. 

In the absence of any definite maximum limit on mail pay incorporated in the 
certificates that are granted, the issuance of temporary certificates for a limited 
number of years, as previously suggested, will serve as a safeguard against a 
static or progressively increasing dependence on the Government ; and will permit 
of the subsequent giving of permanent status only to such services as have shown 
during the life of a temporary certificate that they are capable of operation with- 
out undue cost to the Government and of a progressive reduction of such costs, 

Now again we must ask ourselves, does the Board or anyone inter- 
ested in this problem, consider that the present operations afforded 
these small cities, is being rendered at an undue cost ¢ 

If not, then the wording of the initial Board decision would require 
certification at this time. Note that a unanimous Civil Aeronautics 
Board said, more than 10 years ago, that the cost to the Government 
was not to be undue; that a unanimous Board said nothing about 
economic self-sufficiency. It said nothing about zero mail subsidy. 
It simply stated that costs were to be progressively reduced and that 
permanent certification was to be granted when local carriers were 

capable of operating “without undue cost to the Government. 

Conclusion. These excerpts from this most significant Civil Aero- 
nautics Board decision of many years ago are as sound today as they 
were when they were first enunciated. The philosophy which they 
set forth is almost identical to that which I am espousing here today. 
That philosophy is entirely consistent with the developmental ob- 
jectives which the Congress embodied in the Civil Aeronautics Act 
of 1938, to serve as cuidelines for us at the Board to follow in all our 
decisions. As a unanimous Board said in 1944, there is nothing in that 
philosophy which is inconsistent with permanently certificating our 
local air carriers, now. 

I would, therefore, urge you to pass permanent certification legis- 
lation as incorporated in “8.651 and thereby give tangible recognition 
to the broad public interests already served by our local carriers and 
as evidence of your faith in the value of their continued operation for 
an indefinite period of time. 

The passage of this legislation at this time will be a recognition 
on your part of the 20 percent increase in business which these car- 
riers have brought about this past year over the pee eding year. It 
will be tangible evidence of your interest in the 214 million people 
transported. by these small carriers in 1954. 

On the other hand, I can assure you that for my part, the passage 
of this legislation will alter not to the slightest degree my interest in 
reducing, or my ability to reduce, our Federal subsidy bill—both in 
the processing of mail-pay-rate cases, and in further improving the 
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route systems of each and every one of these local air carriers as the 
opportunity arises. 

Senator Monroney. Thank you very much for your statement, Mr. 
Adams. 

(The prepared statement of Mr. Adams is as follows:) 


STATEMENT BY Hon. Josepn FP. ApAMS RELATIVE TO ItS HEARINGS ON S. 651, 
S. 1081 anp 517 or S. 308 


As I have already indicated in writing slightly more than 2 months ago to 
the former chairman of this committee, I am in favor of permanent certifica- 
tion for our local air carriers, particularly if the Civil Aeronautics Board retains 
some flexibility of control in the grant of the new certificates as to future ad- 
justments of loss points or route segments. In my letter to the former chairman 
of this committee dated December 17, 1954, I stated this position as follows: 

“To preserve flexibility as to future adjustments of such local service carriers’ 
routes aS may receive permanent certificates, I would suggest that the new per- 
manent certificate represent a skeleton of strong terminal points, with the in- 
termediate cities qualifying for permanency as they reach a volume of traffic 
generation sufficient to reimburse the carrier for all direct costs and a reason- 
able share of indirect costs.” 

As the balance of that letter makes clear, my position on the basic issue of 
permanency for these carriers is simply that it is time for us to recognize that 
these carriers are here to stay just as the smaller communities which they serve 
are here to stay. 

In the balance of my statement today, I should like to avail myself of this 
opportunity, since my position is contrary to that of my colleagues on the Board 
on this matter, to explain how this difference of view came about. As I see it, 
the basic question here is simply where are the local carriers going and just 
what role is to besplayed in the future by these carriers? The answer to the 
question obviously involves two important problems—what kind of service are 
these carriers to provide and how will that service affect the subsidy mail-pay 
bill? 

I should like to make it clear in the following testimony that I am as con- 
cerned as anyone else over the amount of Federal subsidy which these carriers 
have thus far required but as concerned as I am on this matter, of even greater 
importance, I believe, is the service which these carriers can and must provide 
to the smaller communities in this country if we at the Board and you in Congress 
are to promote and develop air transportation to all of our people as it should be 
promoted and developed. 

After tracing for you the points of difference between the present majority of 
the Board and myself, and making clear that the current difference between us 
is one as to the relative significance to be attached to subsidy on the one hand and 
service to the public on the other, I shall point out that the present position 
of the majority is a distinct departure from that taken by a unanimous Civil 
Aeronautics Board on this very question of permanent certification when this 
whole local airline experiment was begun 11 years ago. Finally, I should like to 
indicate where I think the local carriers are going, and how their progress can 
be continued through their efforts and those of the Board so that the best interests 
of not only the taxpaying public, but also those of the traveling public will be 
adequately protected, consistent with the devolpment of a sound air transpor- 
tation system. 

THE IMPORTANCE OF SUBSIDY 


My first significant difference with the majority occurred in 1952 on the 
oceasion of the renewal proceedings for two of our local air carriers—Wiggins 
and Mid-West Airlines. These two cases were decided in April and October of 
that year and the majority terminated the operations of both carriers, primarily 
on the grounds of the excessive subsidy required by a continuance of their certifi- 
eation. It was my view in both cases, that while subsidy was a factor of cardinal 
importance, the majority had not allowed either carrier sufficient opportunity 
to demonstrate the need for the service which they provided or could provide. 
The opportunity to demonstrate this need involved, as I saw it, not only the 
period of time required, but the authorization for both carriers of a more 
economical route system with economical aircraft. 
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‘he next significant development in my own attitude toward the whole 
carrier problem is indicated by a speech which T delivered in April 1953 to 
First Pacific Northwest Airport Conference in Eugene, Oreg. On that occasion 
I pointed out that subsidy, which at that time was mounting, was actually 
subsidy to the small cities served by the local air carriers and that it therefore 
behooved all such communities to support such carriers in every conceivable 
way in reducing the total subsidy bill. I mention this talk simply to indicate 
that I was concerned over the subsidy bill and was endeavoring to put my 
finger on at least one general method which, if fully exploited, might well cut 
the subsidy bill. 

This philosophy of mine was strengthened and erystallized in a speech which 
I made in November 1953 to the annual meeting of the National Association of 
State Aviation Officials at Edgewater Park, Miss. This speech was later reduced 
to a Law Review article appearing in the autumn 1953 issue of the Journal of 
Air Law and Commerce. My thinking in both the speech and the article was 
simply that the entire future of our local airline experiment depended in great 
degree upon community support. I stressed the important role to be played by 
both States and cities in working closely with the local air carriers toward 
increasing passenger traffic and revenues and thereby reducing the Federal 
subsidy bill for these carriers. Upon the basis of questionnaires which I sent to 
every local air carrier, I recommended six specific actions which civie bodies 
of all types could take in cooperating with the local carriers to increase revenues 

I recognize at the same time, however, that both the local air carriers them 
selves and the Civil Aeronautics Board had very definite responsibilities toward 
this end as the following quote from the Law Review article makes clear: 

“This, then, is the case for State aviation agency participation in local service 
airline passenger generation. 

“In making this case, I do not overlook the oft-repeated claims that the local 
service airlines will succeed only when they receive a new short-haul airplane; 
or that only a removal by the Civil Aeronautics Board of certain restrictions on 
local-service operations will guarantee success; or further, that only a greater 
productivity on the part of local-service airline management will guarantee suc- 
cess. All such claims and suggestions unquestionably have real merit. Unfor- 
tunately, however, they will all take substantial time to effectuate, if in fact 
they can be effectuated. Furthermore, as I have already pointed out, the Board 
and the local carriers have already made a start on a program which will examine 
most, if not all, of such suggestions.” 

I emphasize these two speeches of mine for two reasons—first, that it be 
clearly understood that the subsidy bill is no less important to me than to any 
other Board member, and secondly, that I was doing my utmost to offer a tangible 
method for reducing subsidy while recognizing at the same time that a real 
solution to the problem rested on the shoulders of at least three groups—State 
and other civic bodies, the local-service carriers, and the Board itself. 


SMALLER COMMUNITIES AND THEIR AIR TRAVELERS ARE ALSO IMPORTANT 


While as I have shown, I have always been concerned over the subsidy problem, 
I regard it as only one aspect of the Board's duty to promote and develop a sound 
air transportation system in the best interests of the public. In 1954 it became 
apparent that, in my opinion at least, a majority of the Board was overemphasiz 
ing this one problem of subsidy; particularly the subsidy paid our local air 
carriers. I could not agree with such statements as the following which appeared 
in the civil air policy statement of the President's Air Coordinating Committee 
in May 1954. On page 14 of the President’s statement—a statement which, of 
course, Was sponsored by a majority of the Board—the following appears 

“* * * Where continued and significant progress toward self-sufficiency is not 
demonstrated by a local-service carrier, its operating authority should be termi 
nated in an orderly fashion. To the extent that the services formerly provided 
by it are clearly required to meet a public need, such services should be furnishe] 
by another carrier capable of providing the service without cost or at substanti- 
ally reduced cost to the Government. The program of route adjustments should 
be expedited in the light of the schedule to be established for an orderly phased 
reduction and eventual elimination of subsidy support for the local service 
carriers. 
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My own view, which I wrote on April 13, 1954, and forwarded to the President's 
Air Coordinating Committee working group, is summarized in the following 
excerpt: 

“Our present local air-service system is by no means perfect. It must contin 
ually be improved in the same way that it has been improved over the last 8 
years. I, nevertheless, believe that it is here to stay, just as this entire Board 
through its Chairman said it was here to stay on June 22, 1951, in a statement 
made before the local service airline seminar at Purdue University, Lafayette, 
Ind. 

“In any event, in the absence of a careful consideration of all the public 
interest factors—and not subsidy alone—I do not agree that our well-established 
local air service system should be disrupted or eliminated by this Board’s an 
nouncing now, in this policy statement, that the one factor of cost is to deter 
mine whether cities, routes, or entire systems should be transferred from local 
service to trunkline service category: and that absent such transfer, true local 
air service to these cities, routes or local systems will be entirely eliminated.” 

So much for a short history of my differences with a majority of the Board 
as to the importance of the role of subsidy in the development of our local 
air-carrier program. 

THE PERMANENT CERTIFICATE PROBLEM 


Now as to the majority’s testimony today before this committee, I find that 
again I am in disagreement with their philosophy and their interpretation of the 
Board’s own past local air-service policy and also with their idea of where our 
local carriers can and should go in the future. 

As I stated at the outset, I believe that permanent certification should be 
granted these local air carriers simply because of my belief that these carriers 
are here to stay just as much as the smaller cities served by them are here to 
stay. In part, at least, I agree with our Chairman’s testimony that some of 
the claimed benefits of permanent certification are conjectural; but as I just 
pointed out, my grounds for urging permanent certification are simply that it 
is time we recognized the necessity for an indefinite continuance of the services 
rendered by these carriers—regardless of whether or not permanent certification 
will be a means of bringing about a long list of immediate and far-reaching 
benefits. 

I want it clearly understood that just as I think some of the claimed benefits 
of permanent certification may be conjectural, I am also convinced that the 
alleged calamitous results which will follow permanent certification (claimed 
by those who oppose these bills) are also highly conjectural, in my opinion, 
and have been emphasized out of all proportion. The claimed stultifying effect 
on the ambitions of these carriers to do a good and efficient job, to increase 
traffic and revenues and to cut costs are most doubtful, I believe, and highly 
theoretical. In supporting the validiy of these and other claims that permanent 
certification would destroy initiative, raise costs, and the like, the majority is 
completely overlooking, it seems to me, the power and duty which we, as Board 
members, have to see to it, in our mail-pay decisions, that inefficiencies of this 
type just don’t happen—and that if they do we have a duty to make sure that 
the Federal Government doesn’t pay for them. We have this duty right now 
relative to all of our carriers. We have this duty as to our carriers whether 
they are permanently or temporarily certificated. And nothing in these bills, 
as I read them, need dampen our enthusiasm to discharge this duty just as 
conscientiously as we possibly can and should be doing right at the present 
moment. 

I stressed this consideration in my letter to the former chairman of this 
committee last December where, after pointing out that our local service subsidy 
bill was no longer increasing appreciably, but was actually leveling off, I made 
the following statement: 

“Whether or not this leveling off of subsidy mail pay will be achieved or will 
actually be improved upon so that in the near future the annual subsidy bill 
will go down rather than up depends, as I see it, upon just how much the Board 
wants to achieve that end. It is my personal conviction that proper decisions 
in both route renewal and mail rate cases can insure the continuance of needed 
and adequate air service to the United States local air traveler while at the 
same time, reducing the loca! air carrier subsidy bill. It is my further opinion 
that such reductions can be accomplished whether the carrier has a permanent 
or temporary certificate.” 

I still believe this statement, and I would like to expand upon it, if I may, 
in light of the Chairman’s testimony of today. 
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THE BOARD'S ORIGINAL LOCAL AIR-CARRIER PHILOSOPHY 


Today’s testimony indicates again, it seems to me, that the majority of the 
Civil Aeronautics Board is overemphasizing the importance of subsidy and 
economic self-sufficiency, to the exclusion of other very important public-interest 
factors. Of at least equal importance to the factor of self-sufficiency is that of 
udequate airline service to our entire country. This fact was recognized by a 
unanimous Civil Aeronautics Board when it decided to sponsor the local air 
service experiment more than 10 years ago, on July 11, 1944. You have heard 
earlier the testimony of our Chairman in which he quoted from that landmark 
Board decision. Unfortunately, the quotes he used were only those dealing with 
the importance of subsidy. The very next paragraph after the last one quoted 
by him in his testimony indicates that a unanimous Board at that time recog 
nized the importance of the public-service factor and how that factor epitomized 
the Board's basie duty to promote and develop air transportation. The paragraph 
reads as follows: ° 

“In view of these considerations, it becomes apparent that the provision of a 
short-haul and local service with aircraft will be, in a very great measure, an 
experimental operation, and constitutes a problem with respect to which we have 
little or no information of a factual nature. But since the challenge exists. and 
the investigation has disclosed an eagerness on the part of the proponents of 
such a service to take up the challenge, and since the ¢ xperiment may well result 
in public benefit beyond present expectations, the responsibilit Inposed upon 
is fo encourage the development of an air-trans) ortation system properly adapted 
to the present and future needs of the commerce of the United States, the postal 
service, and the national defense, and to encourage the development of civil aero 
nautics generally, justifies us, within reasonable bounds, in translating into 
results of experience what are now plans and estimates,” 

Following this quotation, the Board in the original case refused to follow its 
eXaminer’s recommendation that a maximum limit be placed upon the mail pay 
Which any one local air carrier was to have, and then there appears the follow 
ing statement bearing upon the very problem which we are here focusing on 
today—almost 11 years later: 

“In the absence of any definite maximum limit on mail pay incorporated in 
the certificates that are granted, the issuance of temporary certificates for a 
limited number of years, as previously suggested, will serve as a safeguard against 
a Static or progressively increasing dependence on the Government, and will 
permit of the subsequent giving of permanent status only to such services as 
have shown during the life of a temporary certificate that they are capable of 
operation without undue cost to the Government and of a progressive reduction 
of such costs.” 

Note that a unanimous Civil Aeronautics Board said, more than 10 years ago, 
that the cost to the Government was not to be undue; that a unanimous Board 
said nothing about economic self-sufficiency. It said nothing about zero mail 
subsidy. It simply stated that costs were to be progressively reduced and that 
permanent certification was to be granted when local carriers were capable of 
o,erating “without undue cost to the Government.” 


CONCLUSION 


‘These excerpts from this most Significant Civil Aeronautics Board decision 
of many years ago are as sound today as they were when they were first enun 
ciated. The philosophy which they set forth is almost identical to that which 
I am espousing here today. That Philosophy is entirely consistent with the 
developmental objectives which the Congress embodied in the Civil Aeronautics 
Act of 1938 to serve as guidelines for us at the Board to follow in all our deci 
sions. As a unanimous Board said in 1944, there is nothing in that philosophy 
Which is inconsistent with permanently certificating our local air carriers now. 

I would, therefore. urge you to pass permanent certification legislation as 
Incorporated in S. 651 and thereby give tangible recognition to the broad publie 
interests already served by our local carriers and as evidence of your faith in 
the value of their continued operation for an indefinite period of time. The 
iassace of this legislation at this time will be a recognition on your part of the 
20-percent increase in business which these carriers have brought about this past 
year over the preceding vear. It will be tangible evidence of your interest in 
the 2% million people transported by these small carriers in 1954. On the other 
hand, I can assure you that, for my part, the passage of this legislation will alter 
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not to the slightest degree my interest in reducing, or my ability to reduce, our 
Federal subsidy bill, both in the processing of mail-rate cases and in further 
improving the route systems of each and every one of these local air carriers 
as the opportunity arises. 

Senator Monroney. Senator Schoeppel. 

Senator Scnoerrret. No questions, thank you. 

Senator Monroney. Senator Payne. 

Senator Payne. No questions. 

Senator Monroney. Senator Bible. 

Senator Breie. No questions. 

Senator Monroney. You do not hold at all that permanent certifi 
cation would definitely reduce the incentive but rather, on the con 
trary, you feel it will create greater incentives for reduction of costs 
and ate efficiency, is that correct ? 

Mr. Apams. Mr. Chairman, my understanding is that we as a Board 
can create such incentives as are deemed proper and justified in the 
promotion of airline economics. 

Senator Monronry. And there would be no lessening of the Board’s 
ability to do that under a permanent certificate as contrasted with 
a temporary certificate ? 

Mr. Apams. That is right. 

Senator Monroney. And you feel that if they do not change their 
policy, 20 years from now they still will be going through these periods 
of temporary certification / 

Mr. Apams. That is likely. 

Senator Monronry. Well, that has been going on since these three 
were dropped out ¢ 

Mr. Apams. Yes. I think the question was asked by one of you 
gentlemen, and I am sure that all of our local service carriers have 
gone through two renewal applications, and several of them are now in 
their third round. 

Senator Monroney. This is going to become a continuing burden 
if it goes on and on to the Civil Aeronautics Board without: produc- 
ing any results that they do not have under their regular procedure 
under a permanent certificate, is that not correct ? 

Mr. Apams. Well, as my statement indicates, Mr. Chairman, | 
believe these carriers have earned the permanency and whatever 
advantages may flow with it at this time. 

Senator Monroney. And there would be no grave difficulties in a 
flexible route system that you can see in this legisl: ation ¢ 

Mr. Apams. Mr. Chairman, S. 651 has a proviso which gives the 
Board considerable flexibility at the initial granting of the permanent 
certificate insofar as points between terminals that may not be gener- 
ating sufficient traffic to bear their proportionate share of the costs, 
and in that, Mr. Chairman, I would lke to point out to you is a terrific 
incentive, but it is not only an incentive to the carrier, it is an incen- 
tive to the community to use this service. This is a new service, Mr. 
Chairman. It requires a great deal of education. One can go to a 
city of forty and fifty thousand people today that is served by a local- 
air carrier, and those people have not been the beneficiaries of full- 

rage advertisements concerning this service. I would not be surprised 
if half of the people you talk to did not know that the service was 
being offered. 

This service is one that takes selling, and it takes education, and 
that is evidenced by the 20 percent increase in traffic in 1954 over 
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1953. A terrific job is being done. In fact, I think if it were at all 
possible to relate the growth and progress of these carriers in rela 
uion to the trunks that it would compare most favorably. 

Senator Monroney. | think it aoen on the statistics. One point 
we brought out the other day was that in many instances the cost 
of a renewal application would consume more money than an annual 
advertising cost for these smaller airlines, but the renewal was pro 
ductive of absolutely nothing in building up the load, whereas adver 
tising could have helped to win them along toward self-sufliciency. 

Mr. Apams. Well, Mr. C hairman, on a question of the cost either 
to the Government or to the carriers, 1 heard the general discussion 
on that, and it wouid take a Univac, I suppose, to properly evaluate 
how much time of each member of our stait was spent on a certain day 
over a period of a year, but 1 would look at it this way: 1 just thought 
of this thismorning. ‘here are 13 of these local service carriers. We 
have 13 trunk carriers domestically. We have 9 international car 
riers, but in any event, these local service carriers represent a very 
large part of our responsibility today, and they are coming up for 
renewal. 

| believe there were either 4 or 5 renewal cases last year. The Board 
sits en banc. On some of the cases we sat for 3 days, and 1 would 
say that no less than 20 percent of the time of the entire Board’s staff 
is spent probing the day-to-day problems in connection with these 
carriers and their impending renewal cases, and if that is so, and if 
the Board has an operating budget of $4 million and we take 20 per- 
cent of that and we divide that by the number of carriers that are 
renewed per year, 1 come out with a very different figure. 1 think 
that these renewal costs are considerably in excess ot $200,000 per 
carrier. 

Senator Monroney. I see, so if you add it all up you get a pretty 
big bite out of the subsidy cost that is now going in‘ 

Mr. Apams. Well, Mr. Chairman, as I say, 1 have arrived at that 
mental calculation just this morning, but I cannot see how we could 
say that the responsibility of these renewals is much less than 20 
percent of our day-to-day responsibility, and I am sure that it is a 
considerable cost. 

Senator Monronry. Are there any further questions / 

Mr. Scuoerren. No questions. 

Senator Monronry. Thank you very much for your testimony 
and for your forthright position in giving us the advantage of your 
thinking on it. 

Mr. Apams. Thank you, Mr. Chairman. 

Senator Monroney. Senator Josh Lee, a member of the Civil Aero 
nautics Board. 


STATEMENT OF HON. JOSH LEE, MEMBER, CIVIL AERONAUTICS 
BOARD 


Mr. Ler. Mr. Chairman, may I stand here? 

Senator Monronry. You certainly may. 

Senator Lee was one of the early enthusiasts for feeder airlines. 
I believe you were on the Board when this was first authorized. 

Mr. Lee. That is right. 


59512—55-——-14 
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Mr. Chairman, Senator Payne, Senator Schoeppel, Senator Bible, 
[ was not only that, Mr. Chairman, but I was a member of this same 
committee that helped enact the statute under which the Board is 
now operating. The question before us does not seem to be to me 
whether we should continue feeder airlines or whether we shoul: 
abolish them. The real question seems to me to be what can we do 
to most help them and guarantee their continuance. All of the air- 
lines are efficiently managed. I think, therefore, the most important 
factor in determining the success or failure of an airline is the route 
system. They are all efficiently managed, so the route system is the 
thing that makes them a success or a failure. 

In 1944, we held our first feeder-route case and certificated two 
feeders in the Rocky Mountain area, and from that time we have been 
seeing these feeders develop. I would like to indicate the year-by- 
year developments from 1946, the first full year of operation after 
they were certificated. When we looked over the field we said where 
can we put a new airline? Now we did not say that of our own mo- 
tion, but we had applications from boys, some of them back from the 
front, and others that had grown up after their older brothers had 
gone off to war, they were operating little single-engine planes, and 
they wanted to operate from “A” to “B.” And they believed that 
there would be traffic if we permitted them to operate. The pressure 
continued from all parts of the country. We decided maybe we ought 
to look into this, so we held an investigation, and we had them all 
come in and the communities got interested and they sent representa- 
tives and out of that we made a report, and then we held our first 

case and they have quoted from the opinion in that case this morning. 

Now, we concede this feeder airline is a secondary type of air trans- 
portation, not the standard conventional trunk type. It differs in 
two major respects. One, it does not allow of competition. The Board 
could not, without going back on everything it said, certificate these 
carriers to compete with the trunks. Sure, we could make some of 
them whole by one stroke of the pen by giving them the route exten- 
sions, but we could not do that without going back on everything we 
have said to the trunks. 

We said in one of those cases we do not propose to allow these car- 
riers to metamorphose into trunklines. They are feeder lines. They 
are local service lines. 

The Board decided that we had to write restrictions into their cer- 
tificate to provide a local type of service as distinguished from the 
certificates the trunks have. 

Now, there is another difference. They are confined to a certain 
trade area. That was the concept. <A trade area is difficult to define 
or to always stay within, but one feeder does not extend over into 
the territory of another feeder, nor do they compete with each other 
with the trunks. 

As a result, some of the trunks have given us cooperation and co- 
operated with the feeders in giving up willingly in some cases the 
towns to be transferred to the feeders for service on the theory and 
belief that we would stay with our statement that they would not 
compete. So we set them up as feeders and ascribed to them an area 
in which they are to provide the local service. 

For example, Southern Airways, roughly serves in a territory out- 
lined by Charlotte, Memphis, New Orleans, and Jacksonville. To the 
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north of it is Piedmont. To the west of it is Trans-Texas and Central. 
To the northwest is Ozark. Now then, the idea of extending that on 
beyond—we cannot do that unless we change the whole feeder con- 
cept and go back on everything we said to the trunks, and not all of 
them are cooperating in giving up the towns but a number of them 
are. So the feeder is a different kind of airline. It is a secondary 
type of air transportation designed specifically to provide local trans- 
portation, in order that we may release the trunks from serving some 
town, the major need of whic th is local service, release em at trunkline, 
and let it go on to a longer haul service for which it is certificated. 
Sometimes those overlap, and you can get into an argument easily, 
but nevertheless there is a general rule which we try to follow on that. 

Now, when we certific ated them we realized that they had to live, as 
the chairman said, on the crumbs on what was left. In our first 
official statement we called this an experiment, and tried to safeguard 
so that. we would not impose upon the Treasury a long-term burden. 
So we called it an experiment. There is a constant powerful eco 
nomic pressure that moves the trunk airlines toward longer haul be 
tween bigger centers, to the neglect of the smaller ones. But the 
feeders must serve the smaller ones. The restrictions are placed in 
their certificate. They have to serve every town on their route every 
time unless we give them permission to overfly. So to that extent 
they are different. 

When we announced the first feeder cases some of them came in 
and when they applied and they said, “Well, we will operate without 
hostesses.” Another one said, “I will furnish my own car to drive 
the people to and from the airport. And another one said, “I am 
my own pilot and I am my own chauffeur, We will leave the plane 
and drive them into town,” and so on. 

So on the theory that maybe they could find traflic that the trunks 
had overlooked, we certificated them. Now then to make a compar- 
ison here as against when the trunks were given permanent certificates, 
the trunks were not given permanent certificates because of the vol 
ume of traffic they were carrying, because Continental was carrying 
only about a tenth of what ‘American was carrying, but they were 
both given certificates at the same time. 

The reason they were blanketed in was to get the new scheme into 
operation; Congress wanted all regular carriers to have certificates 
of convenience and necessity. It was to get that plan inaugurated 
that the “grandfather” certificates were granted. Therefore, they 
were all blanketed in but out in front of them was the world, so to 
speak, of undeveloped air transportation. That is not true with the 
feeders. Southern could not develop anything outside of the terri 
tory assigned to it.. Not only that but Southern could not develop 
anything that Eastern and Delta was already operating. If you 
take Southern and take the towns that are not paying off all you will 
have left are the communities already being served by the trunks. 
All right, that is the first step toward having the trunks absorb and 
swallow up the feeders. If it were not for a few small towns which 
were being served at a loss and which had temporary certificates, the 
service could a per formed without subsidy so you look at your sub 
sidy and you say, “Why should we keep paying this subsidy when the 


trunks can per fone that service,” for and away out the window goes 
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your local service to the small intermediate towns. The towns of 
Gadsden, Tupelo, Clarksville, and those would all be on a temporary 
basis and thereby are already separated from the towns that pay 
their way. 

Now, the towns that would qualify for permanent certificates are all 
being served already by trunks. I believe that is true in that particu- 
lar area however, not in every case. So they are already being served. 
Now, there are two pressures at work to drop the weaker town. 
The feeder management wants to drop it because it is not paying, it 
is pulling down his average, and the Congress wants to drop it because 
it continues to require subsidy. So you have a constant pressure to 
drop it. So the next step would be, if the loss towns were on tempo- 
rary certificates and the profitable towns were already being served 
by the trunks, would be to just let the trunks absorb them. 

We have pending now before the Board out in California an appli- 
cation by United Airlines to take over Southwest’s towns. That case 
is coming up before the Board pretty soon. 

Now then, if you go over Southwest’s system you will find that the 
towns that are not paying were for the most part already served by 
United when we certificated the feeder. 

Now, United comes back and says, “I want to serve those,” and 
applies for the system that Southwest is serving. United is not on 
subsidy. All of that service could be provided for free as far as the 
United States Government is concerned without any subsidy at all. 
United says they will serve Southwest's system without any subsidy 
at all, those same towns. Now, we would already have designated the 
ones that were loss towns, and then we could take a choice; let the 
trunk absorb and serve all of them, or continue to pay subsidy. To 
the public, that is where our interest is, what would the difterence 
be to them who provided the service? Well, of course, we of the 
Board think there would be a great deal of difference. We think 
there would be the same difference that there was when we set the 
feeder experiment up. They want to get a plane full and get up in 
the air and fly 2,000 miles across the country. They are making 
dollars, clicking them off, and making profits, but when you come 
down every 50 miles the profits are much thinner, so the temptation 
is for the long haul, the big towns, and neglect the little ones. But 
we have a second line of defense down here, a secondary form of 
transportation, and that is the feeder. The feeders cannot overtly the 
intermediate towns without the Board’s permission. That is the 
concept of the feeders, and we don’t want to see them destroyed in 
any way. Now, if you give them permanent certificates, that will be 
the law, and I do not think it is going to be world shaking. However, 
it is the best judgment of the majority of the Board, who have lived 
with this question day and night, that we can help them more by the 
continuation of our present policy than we could help them if they 
had permanent certificates. 

Now, for example, take Central Airlines. That is one in Oklahoma 
with which Senator Monroney is very familiar. At one time we gave 
Central Airlines a renewal of 1 year, but the choice was to not renew 
at all or renew for only 1 year. There are 5 members—and in order 
to get a third vote to continue it instead of abandoning it entirely, we 
compromised on a 1-year extension. Now, it was that close, that if we 
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had not had the choice of making it temporary for more than a year we 
would have not renewed it at all—but in that year here is what we 
did: We improved it. We improved its structure, so in that year it 
showed a gain. Then we extended it for longer. Now then, for in- 
stance when we go to renew, just like a slate you can wipe the slate 
clean. 

Here are all of the towns but no lines, no routes. You have a free 
hand to make them like they ought to be. Now, in the case of Central 
one route came from Dallas up through Ardmore, through Ada, 
Shawnee, to Oklahoma City. Oklahoma City was one terminal and 
Dallas the other. Now then, by this proposed bill to designate the 
loss towns as temporary and the other towns as permanent, the two 
terminals of that route would have been permanent, Oklahoma City 
and Dallas. 

Well, that did not pay out so well, so the president, Mr. Keith Kale, 
came to the Board and said, “We believe that route would be better to 
make its north terminal Tulsa.” We were not limited by a permanent 
certificate. We hada free hand. So we extended the route from Dal- 
las to Tulsa, through Ardmore and Ada, and I just got a note from 
the president, who 3 is in the audience, telling me that the traffic has 
increased 19 percent. 

Now, all of that is not due to the change. Some of it no doubt is, 
but the general traffic has increased. Now, that was true of his whole 
system, not that change alone, of course, but the improvement of his 
route pattern. So his traffic is coming up on that basis. 

Now, we had a situation with Southern where we ran from Co- 
lumbus, Ga., to Columbia S. C., a route through Macon and Augusta. 
It looked on the map like it would be a good route. Harley Branch, 
who lived in Georgia, thought that it would be a good route. We put 
it in. It was not a good route at all. People (éd not want to go 
that way. So we could change it because the terminals were not per 
manent. We did change it; we took it out entirely, and saved the 
carrier $125,000 a year. 

Now, Mr. Chairman, it is true we can operate under the proposed 
bill but it will be less flexible, and we will operate it, if you pass that 
bill and we will do our best to continue the route improvement pro- 
gram. 

It is true, Mr. Chairman, that the trunks do not look like they 
did when they were first certificated, but that is because of the end-on 
extensions which we were able to grant them. When we started, Na- 
tional operated from Miami to Jacksonville. We extended them to 
New York and in one stroke of the pen turned them into one of the 
most profitable airlines in the United States. Sure, they are not on 
subsidy today. We cannot do that with the feeders. They have to 
make theirs on thin pickings. That is how they have made their 
way. As soon as we certificated Southwest, this carrier in California, 
what did they do? The DC-3 has been operated, I guess, for 25 

years by the trunks and for 25 years they had paid 2 boys to 
push a ramp out to the plane so you could climb up it and get in, and 
they usually took 20 minutes at a station. Well, I think Mr. Jim Ray, 
who is sitting here in the audience, was part of the management that 
had a great deal to do with that situation. They moved the doors back 
so you load it from the ground standing. They put on a door that 
swings down and has stairsteps and the hostess from inside can let it 
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down and you start getting on without any ramp, thereby saving the 
cost of the ramp and two employees. They worked out a tec hnique to 
stop 1 airplane propeller on 1 side where you get in and load and they 

made a test of stopping only 2 minutes at an air station instead of 20, 
I think they run about 5 now. Those are some of the economies they 
worked out. Piedmont, instead of buying high-priced furniture, 
made their own furniture in their shop and flew it on their proving 
runs and they saved and skimped and that is how they have made the 
progress. Necessity is truly the mother of invention. 

Now you say that they now deserve permanent certificates. Well, 
it is not on the basis of what they deserve. It is on the basis of what 
is best for air transportation and the public welfare. Sure, if I had 
to decide it, give it to them-on the basis of what they deserve, I would 
give the permanent certificate on that basis. But we must be guided 
by the public interest. Today the feeders know that their livelihood 
depends on working and developing traffic at Podunk, and Possum 
Trot, and Clabber Flat, and all of the little towns that the trunks will 
not serve and so they serve them there with enthusiasm. But would 
they work that hard if they had the comfortable status that comes with 
certification ¢ 

Now then, it was pointed out in the testimony that it cost a great 
deal for renewals. I do not know how to make the percent, but by 
far the greater part of those renewals, gentlemen, are dealing with 
applications for route improvements, not for renewal of their routes, 
hut for route improvements. 

The application of Central Airlines, I believe, was estimated a 
$80,000. By far the greater part of that was dealing with Sie 
for new routes in Arkansas, a little later an applic ation for a route to 
Fort Smith, Fayetteville, Joplin, and into Kansas City. Now, that 
route has paid off. Isaw their statement. They made an increase last 
month of 250 percent in traffic over what they did for the comparable 
month a year ago. So do you not see if we did not have this constant 
looking at these routes, we could not improve them? It is that living 
with them. It is those cases called renewal cases, but which are really 
route improvement cases, where we study and they study the traffic 
and we at and revamp and realine those routes; that makes them 
more profitable. We do make them more profitable and gradually in 
that painstaking, slow way they have constantly gained. 

Now, you cannot tell by total dollars what they are doing because 
if your total dollar appropriations are greater, that is usually because 
they are operating greater mileage. "The tot: al dollar figure alone 
might be misleading. 

The per unit figure, per passenger-mile, per ton-mile, per plane-mile, 
is a better measure of their success than the total dollars amount. 
Now, I use per plane-mile, and here were their commercial revenues 
per plane-mile in 1946: 27 cents a plane-mile. In 1947,29 cents. They 
gained 2 cents a plane-mile. In 1948, 30 cents. In 1949, 32 cents. In 
1950, 33 cents. In 1951, 46 cents. In 1952, 50 cents. In 1953, 54 cents. 
In 1954, 61 cents. 

Now, that is how painstaking this has been, those little carriers 
working and scrambling to get one more body on the plane have in- 
creased “thei ir commercial revenues on a per unit basis steadily for 8 
years without a break. 
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Now, I notice in the testimony it is pointed out that witnesses were 
brought in from all over for these renewal cases. Those witnesses 
came in and testified, and they were there for 3 weeks. Do you know 
what that publicity was worth to air transportation’ Every day 
there was a headline in the newspaper, front page, Bishop So and-So 
testified that the Methodists are going to patronize this service, and 
one after another they kept the idea of local air service before the 
public, 

Now, it is this constant going over of the route patterns by the Board, 
by the staff, and by the management, that is working out these route 
improvements. 

Now, let us see how they did on their dependency on the Govern- 
ment, and, Mr. Chairman, I do not know if you understood or not. 
The $24 million plus that the Government pays to the feeders is the 
total mail pay. In round numbers, $20 million of that is subsidy, and 
the other $4 million is the service rate we pay. 

Now, in my judgment, that service rate is too low. We do not 
allow enough for the service they perform, but the way that was 
arrived at was when Congress wanted us to separate service and sub- 
sidy and we arrived at it administratively. We took the Big Four 
trunk sable We had the cost data on them and we undertook to 
reason from them to the others and did the best we could. It has 
served all right up to now but that is only by way of parenthesis. 
The $24 million represents both the service and the subsidy, and 
approximately $20 million of that is subsidy. 

Let me now give you the break-even need by years. This is the 
number of cents per plane-mile that the carrier had to have to break 
even, that did not include any profit or return on investment. In 
1946, 66.3 cents; 1947, even 66 cents. Then they got it down in 1948 
to 58.2, in 1949 to 56.7, coming down in 1950 to 47.3, coming down in 
1951 to 46.7, but in 1952, 53.6. It went up. The favorable trend 
turned unfavorable. We were making gains all of this time until 
we hit 1952. Costs had risen. What did the Board do? The carriers 
came into town and they were disturbed and we were, and we had 
a meeting with them and we asked them and we told them that we 
would protect them against the Sherman Antitrust Law if they 
wanted to get together to purchase, wanted to organize a purchasing 
corporation, and they could purchase their supplies cheaper. They 
have since done that and it is now launched. I do not know whether 
they have actually purchased anything yet but they are in a position 
to make some substantial savings by joint bargaining. We also asked 
them to see if they could hold down their labor expenses. Half of 
the cost of operating a line like this is labor costs, and we asked them 
if they could not ask their employees to cooperate with them on the 
grounds that this is still an experiment. They did that and the labor- 
ers have been cooperating with them and today the cost, because they 
are experiments, according to Mr. Clarence Sayen, the president of the 
Pilots Association, the cost now is $100 per month less per pilot than 
it would be if they were paying the same scales for comparable work 
that is being paid by the trunk airlines. 

Senator Monroney. You mean $100 per month less per pilot ? 

Mr. Lee. Yes. That includes pilot’s pay and fringe benefits, There 


is a gap that ought to be closed. We want to close it and we are 
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gradually closing it. We are reducing it, but we are doing it on the 
sound basis of the commercial revenues. Now, if immediately they 
are certificated through permanent certificates, the feeders will no 
longer be experimental. 

I do not think we are getting a great deal of help from the com- 
munities, but we are getting some help in the terminal charges and 
landing fees. The Board asked the managements, the airport man- 
agements, to treat these carriers gently, give them favored treatment, 
because they are still experimental. Some of the communities are 
doing that. But the day they receive permanent certificates they 
are no longer experimental and will therefore be required to meet ail 
pay scales of the big league. 

Of the over 400 communities where these airports serve the feeder 
towns, 154 of them are charging less than $1 a landing for these 
feeders. As for the space in the airport, I am convinced that some 
of it is on a favored-carrier basis. Some of it is not. How much of 
that is so, I do not know, but when the experiment is over, all of these 
costs will have to be met on the same basis as that paid by the trunks 
and that is why we believe the costs will increase rather than decrease. 

Now, the carriers are looking for more magic out of permanent 
certification than is there, gentlemen. Ask Northeast Airlines, Sen- 
ator Payne, up in your area. They have had a permanent certificate 
16 years, and yet 3 of these feeder airlines are receiv ing less mail pay 
than Northeast, yet that carrier is efficiently managed. Ask Colonial 
Airlines. They have been on a permanent certificate 16 years. Gen- 
tlemen, permanent certification feeders is not the help they need today. 
The help they need is the improvement in their routes. The Board 
can do it. The Board’s processes have been slow. In some cases we 
all admit too slow. Up to now the feeders have been digesting their 
gains. 

Today they are getting, I would say, substantially all of the revenues 
they can wring out of the route segments which they presently have. 
They are now ready for route improvements, that is, the closing of 
gaps, the extending of their routes to more logical terminals, and the 
transferring of feeder towns from trunks to feeders for service. 
These things the Board can do. I believe that since these feeders 
are not competitive, and since you do not have the same number of 
adversary proceedings as you would with a big trunk renewal case 
or a trunk new route case. I believe the Board can, as we have 
already improve some of these routes by exemption. 

Furthermore, I think we can expedite. We have a rule. It has 
been a very fine and fair rule, and we are loathe to leave it, and that 
is to take the applications as they come, put them on the docket and 
take them as they come. We are seriously considering, and we have 
not. decided this, to see if because these feeders are not adversary 
or so controversial, if we cannot separate them out in a number of 
cases and give them quick treatment so we could give them quick 
route improvement and treat them ahead of the others because the 
big route cases like the Southwest-Northeast case from Texas, Okla- 
homa, to New York and Boston. The Chicago-New York is a big 
case, and the New York-Florida case are big ones which take much 
longer to process. 
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We want to move these route improvement cases just as fast as we 
can. Now, that is the thing that, in my judgment, will help the 
feeders more than anything else that could be done at this time. 

Now, let me get back to the record of the feeders. I got off the 
trail there a little bit. We had gotten down to where the break-even 
need had jumped up to 53 cents a plane-mile, and that was in 1952. 
The carriers then cut to the bone. Their laborers went along with 
them and strung out their natural, normal, and deserved increases 
in pay. So in 1953 the costs went up 5 cents more, to 56 cents a 
plane-mile, but now they have brought that back down in 1954 to 46 
cents a plane-mile. That is the amount of break-even mail pay, 46.2 
cents a plane-mile. 

The favorable trend has been restored by the Board and the carriers 
working together. Not only that, but they have gotten their costs 
down. Here is the cost column. 

The total expense column in 1946 per plane-mile was 93.4 cents. 
In 1947 it was 95.6 cents. In 1948 it was 88.8 cents. And then 
1949, 89.5 cents. In 1950, 81; 1951, 92.9. Then it started going up 
in 1952, it was $1.04. In 1953 it was 81.10. And in 1954 it has been 
brought back down to $1.08. 

Now. gentlemen, that is the story of the development of these car 
riers. Now then, much of the testimony you have heard was based 
on 2- and 3-year extensions. The Board is now giv ing 5- and 7-year 
extensions. We have not given any beyond that, but the Board is 
granting longer term certificates in accordance with the progress they 
make. There is the competitive spur for them to earn longer certifi- 
cates. Their competition is with the balance sheet and it is effective. 
We do not believe you should take away that spur to progress. 

Undoubtedly, there is some advantage in having a permanent cer- 
tification, but we believe the disadvantages outweigh. However, we 
do not think it is worldshaking. If you gentlemen feel that you 
should do this, all right. We shall continue to deve lop these feeder 
carriers, because we think the ‘vy are here to stay, they are performing 
a service, and if last year there had been an &-cent stamp on every piece 
of first-class mail they carried, the revenues would have paid their 
subsidy. 

Senator Monroney. Thank you very much, Senator Lee, for the 
benefit of your testimony. 

Senator Schoeppel, do you have any questions 

Senator ScHOEPPEL. No. 

Senator Monroney. Senator Payne. 

Senator Payne. None. 

Senator Braie. No questions. 

Senator Monroney. We deeply appreciate your testimony. I 
gather from the closing part of your statement that the Board feels 
that they could, under some bill that would permit the same fluid 
treatment of route systems, operate this without too much or too great 
a burden on the Government for additional cost 

Mr. Ler. I am sure I speak for the Board when I say “Yes.” 

Senator Monroney. Can we give them permanent certification 
without completely freezing the present route structure? Perhaps 
we can add a special section or provision that will permit the CAB 
to perform the same advisory work that it has performed at the time 
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of recertifying these carriers but without making their entire certifi- 
cates of limited duration. Do you think this would be feasible? 

Mr. Les. Well, we would certainly do the best job we possibly could 
under whatever law you give us. The decision rests with the Congress 
on the amount of elasticity. We have a great deal now and we can 
work with less. In all the history of the Board I believe there have 
only been two cases—I am taking a chance here—but there are only 
two I remember, I will say, wherein the Board has under that statute 
you quote altered or changed a route where there was opposition and 
that took quite a long proceeding, because there must be notice and 
hearing to change one of those, and if you change one of those smallest 
towns, the town can come in and make you go into a proceeding that 
is very long. 

Senator Monroney. And if in the certification something is pro- 
vided, though, for the discontinuance of noneconomic routes, and non- 
economic points, the wisdom of the Board under the simplified proce- 
dure would cause you to wind up about where you are now on your 
right to rearrange the temporary certificates. 

Mr. Leer. That is a matter of opinion, Mr. Chairman. I do not 
think so. 

Senator Monroney. Well, you have been very gracious and still as 
eloquent as ever in the presentation of your case. I know the com- 
mittee deeply appreciates it. 

The committee will stand in recess. We have some out-of-town 
witnesses. Could we meet again at.3? I would appreciate that. 

(Whereupon, at 2 p. m., the committee recessed until 3 p. m., the 
same <lay.) 

AFTERNOON SESSION 


Present: Senators Monroney (presiding), Bible, and Schoeppel. 

Senator Monroney. The committee will come to order and resume 
the hearings we were on this morning on 8. 651. Is Mr. Crocker 
Snow, director of the Massachusetts Aeronautics Commission, present ? 

Will you come before us? We appreciate having you before the 
committee and having your statement. 


STATEMENT OF CROCKER SNOW, DIRECTOR OF AERONAUTICS FCR 
THE COMMONWEALTH OF MASSACHUSETTS 


Mr. Snow. Thank you, sir. I appreciate the opportunity of com- 

ing before your committee. My name is Crocker Snow. I am di- 
rector of the Massachusetts Aeronautics Commission. I am _ here 
today representing the National Association of State Aviation Offi- 
cials. Just for your information, that association represents 43 State 
aviation departments in 2 territories. I hope that Oklahoma will 
soon be back in the fold. 

I was asked to prepare a statement. It is very short, but so I will 
be consistent, I will refer to it. One of the more important jobs of 
State aviation departments is the encouragement of the development 
of air transportation and since the local service carriers provide the 
only airmail and air-passenger service to a great many of our com- 
munities, we are naturally very much interested in their present health 
and their future prospects. Another reason is that we either directly 
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or through State financial aid or technical supervision provide a lot of 
the airports that the local-service carriers use. 

Furthermore, a good many States have recently started putting in 
radio aids, radio-navigational facilities to supplement the Federal 
airways system. The Federal airways system is pretty much confined 
to the trunk air routes. The last reason we are very much interested 
is kind of obvious, but we are very concerned with the Federal sub 
sidies and the Federal costs involved in this whole airline picture 
because in the last analysis, the money comes from the local States, or 
the local industries in the States. 

We have come to the conclusion that the feeder experiment which 
we think was rightly started as an experiment about 10 years ago has 
proved itself to be ‘worthwhile, and to be necessary to our economy 
and to our air transportation picture and has earned its right to per- 
manence as much as any part of the air transport picture. Inciden- 
tally, there are 264 places in this country that are served only by the 
local carriers. They depend just as much upon mail and passenger 
service as the people of our metropolises. We don’t think there should 
be any distinction between them. 

You gentlemen know just as well as we do that the local carriers 
are using airplanes that were designed and built a good many years 
ago. T hey are good airplanes, but not particularly e licient by today’s 
standards and they are also not at all well adapted to the relatively 
small, single runway airports that are most appropriate to most of 
our communities, both financially and technically. 

Now there isn’t any better airplane available as far as we know than 
the DC-3, and we think the reason is, and I am sure you have heard 
this before, is that no responsible manufacturer is willing to spend 
the money to design, develop, and put into production an airplane of 
that sort unless they can be assured of selling quite a lot of them, and 
certainly the local carriers today can’t commit themselves to anything 
of that sort. 

One thing I would like to make particularly clear, however, is that 
we don’t believe the present local service route pattern is perfect. We 
don’t think the trunk pattern is either. We have no desire to freeze 
the pattern by any legislation adopted. We do think that there 
should be legislation which would accomplish four things: First, we 
think that legislation should permit the local service carriers to go 
about their business and stop worrying about their existence. 

Second, we think it should be so designed so a to permit them to 
raise what capital they need on a long-term equity basis. 

Third, a this is particularly important to us, we think it should 
enable them to make long-range plans with the States and with the 
cities for the airports, the airport improvements, and terminal facil- 
ities, and radio aids that they need, and, fourth, we think it shotild 
be so designed as to permit them to commit themselves for airplanes 
in the future, so that a modern, up-to-date airplane can be designed 
for their use. 

ene we have looked over the various bills that you have before you, 

r the portions of bills and it appears to us that the one that most 

anal accomplishes what we feel should be accomplished is Senator 
Secumeete 5. 651. But we would like to suggest a slight change in 
that. It is very minor. 
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As I remember it, toward the end of the bill there is a proviso which 
says that the CAB may temporarily certify places which haven’t lived 
up to certain standards, such intermediate points, the bill says. 

We don’t see why there should be any distinction as to whether the 
points are in the middle or the end of the lines and we think the bill 
would be better if the word “intermediate” were crossed out, so that 
the certificate was permanent, but any point that was under par at the 
time the certificate was granted, could be made temporary and could 
be made to prove itself before it was made permanent. 

That is our position. 

Senator Monroney. In other words, that would answer one of the 
major complaints made by the Civil Aeronautics Board of the rigidity 
of route structure versus the fluid route structure which they claim 
they need the temporary certification to be able to arrange. Isn’t that 
true / 

Mr. Snow. I didn’t hear their presentation, sir, but with that 
change, it would seem to me that the Board would have complete 
authority and complete control over the rigidity of the structure when 
they issued their certificate, and we think that makes sense, that it 
should be fluid. 

Senator Monroney. And if you struck out the language, [ think 
the proviso you are talking about is provided the Board, in issuing 
certificates, is impowered to limit the duration of the certificate as to 
those points which have, over a reasonable period of time, generated 
insufficient traffic and revenues to reimburse the applicant carrier for 
its direct costs and a reasonable share of its indirect costs in provid- 
ing service. 

Mr. Snow. You left out the word “intermediate” in reading it, and 
we think definitely that.should.be left out. 

Senator Monroney. I think there has been a case made for pre- 
serving the right of the CAB, without undue delay or prolonged hear- 
ings, to be able to continue to assist these feeder lines in the proper 
structure of their routes, and if you leave the word “intermediate” in, 
you could say, “and/or alternate terminal points within the general 
region served by the carrier,” which would give them that flexibility, 
both as to intermediate points, and as to terminals that were within 
their general region, you see. 

Mr. Snow. That is right. Some such language would cover it. 
We are in a peculiar position, I think an advantageous one. We 
don’t run any airlines. We don’t represent any individual communi- 
ties. I think we have a pretty good bird’s eye view. All of us have 
seen cases where overenthusiastic chambers of commerce, supported 
by overenthusiastic airlines, have gotten places certificated and the 
business is not justified and probably never has been. 

It is awfully hard, we have found, if a community has obtained 
what appears to be a vested interest in air service, to get away from 
it. 

Senator Monroney. I think the policy that has been expressed in 
some sections is “use it or lose it.” That is probably the theory that 
we will still have to go on it, not that we can make every point self- 
sufficient, but certainly the trend toward self-sufficiency is to be 
desired in the allocation of routes. ; 

Mr. Snow. It certainly is, sir. 

Senator Monronry. Question, Senator Schoeppel ? 
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Senator Scnorrret. I have none. I am sorry I wasn’t here right 
at the beginning. 

Senator Breie. No questions. 

Senator Monroney. Thank you for coming. We concur in your 
views. We certainly agree that new equipment designed for this up 
and down work is badly needed. 

(The prepared statement of Mar. Snow is as follows :) 


STATEMENT OF CROCKER SNOW 


My name is Orocker Snow. I am director of aeronautics for the Common 
wealth of Massachusetts, and I represent the National Association of State 
Aviation Officials. 

One of the many responsibilities of State aviation departments is to encourage 
the development of air transportation. Since the local airline companies pro 
vide the only scheduled passenger and mail service for a large percentage of 
the people and communities of our States, we are naturally greatly concerned 
with their present health and future prospects. 

We also, either directly or through State financial aid, or technical super- 
vision, are responsible for the establishment and improvement of a lot of the 
airports used by local airlines. Many States are, in addition, installing and 
operating radio navigational aids to supplement the Federal airways system, 
which is confined largely to the trunk-line airways. 

And, at the risk of belaboring the obvious, I must point out that we are very 
interested in the extent of Federal subsidy, and other costs, since the money 
to pay for them comes from the people and industries of the States. 

We have come to the conclusion that the local, or feeder airline experiment, 
properly started as such more than 10 years ago, has proven itself to be 
worthwhile and necessary part of the air transportation picture, and that it 
has earned the right to as much permanence as any other part thereof. After 
all, trade and industry in a city reached only by a local airline, and there are 
264 such places, depends upon airmail, passenger, and cargo services just as 
much as do similar activities in the country’s metropolises. 

You gentlemen realize, of course, that the local airlines are using airplanes 
designed and built many years ago. They are tried and true, but not very 
efficient by today’s standards, and not too well adapted to the relatively small, 
single runway airports that are most appropriate, financially and otherwise, 
to most of our communities. Unfortunately, no better airplanes are available 
We believe the reason is that no competent manufacturer has been sure enoug! 
that there would be, after the necessary 3, 4, or 5 year development period, a 
sufficient market to make the risk worthwhile. Naturally, the most logical 
customers, the local airline group, cannot commit themselves because of their 
legal evanescence. 

I want to make it perfectly plain that we are not satisfied that the present 
local route structure (or the trunk, for that matter) is perfect, or that we 
helieve in freezing the pattern as it exists today. What we believe to be 
clearly in the public interest is such legislation as will enable the local airlines 

(a) To stop worrying about their statutory existence ; 

(b) To raise what capital they need and can justify on a long term basis; 

(c) To make long range plans, in conjunction with the States and their 
communities, for airports and other facilities; 

(d@) To encourage the design and manufacture of an up-to-date short- 
haul airplane. 

We have studied the bills before you, and believe that S. 651 will, with one 
change, do the trick. We suggest striking the word “intermediate,” on line 16 
of Page 2, so as to give the CAB the right, when issuing a permanent certificate, 
to make any presently under par stop, whether it be at the end of the line or 
in the middle, justify itself. With this change, we urge that you report S. 651 
favorably. 


Senator Monroney. Is Clarence M. Sayen of the Air Line Pilots As 
sociation present ¢ 

Mr. McMurray. Mr. Chairman, my name is Kay McMurray. Tam 
executive vice president of the Air Line Pilots Association. I have 
with me here today the statement of Clarence M. Sayen, president of 
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the Pilots Association, in support of Senate bill S. 651. Mr. Sayen 
was unable to attend in that we have our committee in executive ses- 
sion in Chicago, and so I am here. 


STATEMENT OF KAY McMURRAY, EXECUTIVE VICE PRESIDENT, 
AIR LINE PILOTS ASSOCIATION 


Mr. McMurray. Since arriving last night I have had the oppor- 
tunity to review the testimony of ‘the previous persons who were here 
and many of them covered the points we have in our statement. Mr. 
Floberg covered some of them very appropriately. 

In addition, I am impressed with the committee’s grasp of this 
problem as indicated by the questions they asked this morning and 
consequently, I am wondering if it would be a proper request to ask 
that this statement be inserted in the record as written and then that 
I be given opportunity to comment on a couple of paragraphs? 

Senator Monronrey. We appreciate that, to avoid duplication. 

Mr. McMurray. With specific reference to the local service car- 
riers, the pilots’ association represents all of the pilots concerned here- 
in and we have had the opportunity in our association with the indus- 
try to participate and observe at firsthand the advancements which 
the local service lines have made and to evaluate the underlying prob- 
lems which must be solved if they are to effectively fulfill their poten- 
tial in our economy. We have reached the conclusion that permanent 
certification of these carriers is essential to their continued develop- 
ment for many reasons. 

Now the reasons that follow have largely been covered, the type of 
equipment, the attraction of capital, and reasons you gentlemen are 
very well acquainted with. 

Now item No. 4 is an item we are particularly concerned with. 

The passage of this bill will reduce employee turnover and en- 
courage capable people to invest their future in this business. For 
ex: umple, an airline pilot is considered too old for initial employment 
by most air carriers after age 28. He must, therefore, invest his 

career with a particular air carrier prior to that age and thereafter 
remain with it. In making this important decision, an individual 
must have some assurance as to the future possibilities of the com- 
pany. ‘The temporary nature of the certificates granted these carriers 
has been a handicap to them in attracting and maintaining capable 
personnel. 

The next item deals with the new equipment very much needed 
which you people have already covered. It is our belief that the de- 
cision on permanent certification of these carriers is one that should 
properly be made by the Congress rather than the Civil Aeronautics 
Board. It is our belief that the Congress is requested in this legisla 
tion to provide policymaking guidance for one of its agencies, the Civil 
Aeronautics Board, on the question of the future of this important seg 
ment of our air tr ansportation structure. In our opinion, this is 
properly the function of the Congress and a decision which should be 
made by it. 

Now we go down to the item dealing with national defense. We are 
particularly close to that picture. 

The national interest is securing a return in the national defense in 
excess of the total subsidy bill. For example, approximately 900 air- 
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line pilots are being maintained, available to the national defense in 
the highest possible state of proficiency, as transport pilots. Figures 
recently released by the Defense Department estimate that at present, 
it costs approximately $120,000 to train a pilot to the minimum pro 
ficiency required in order that he may be assigned to a mission 

In order for a pilot to be available to the national defense in ac cord 
ance with the demands of modern warfare, he must be in a constant 
state of readiness. This can only be achieved by the pilot being 
constantly in service or constantly in training. The training is very 
expensive, Whether it be given as part of a Reserve unit or on active 
duty with the Air Force. The pilots of these local service carriers 
are being maintained at a high state of proficiency, constantly avail 
able to the national defense of our country, while, at the same time, 
providing essential air services to the citizens of hundreds of com 
munities, 

We contend that the value of these pilots to the national defense far 
exceeds the total so-called subsidy payments that have been made to 
the local service air carriers from their inception. It is not sound 
economics to merely take money out of one pocket and put it in an- 
other, and if the Federal Government were to terminate the local 
service air carriers today, we believe that it would be necessary to in- 
crease military appropriations by an amount in excess of the total 
amount being paid the local service air carriers if the same number 
of highly trained available pilots were to be maintained. 

Now the rest of the points I think you gentlemen are also well ac 
quainted with. I would like to state that the association concurs 
completely in the desirability of making our entire air transportation 
free from any dependence upon Government support as rapidly as 
possible. We believe that this will best be accomplished by the rea] 
istic support of these carriers in order that they may expand their 
service, increase their efficiency, and perform their assigned functions 
in order that they will grow with our economy. In this light, we view 
the present so-called subsidy payments as a sound investment in the 
future. 

In summation, we believe the adoption of this proposed legislation 
by the Congress will be in the national interest. It will provide 
important policymaking guidance for the Civil Aeronautics Board. 
It will enable the carriers who have been assigned to develop this im- 
portant segment of our air route structure to better perform their 
assigned function. It will bring needed stability to these carriers. 
It will mean added sec urity for the employees and remove the uncer- 
tainty that is present when a constant repetition of renewal proceed- 
ings and temporary certificates are present. It will enable the in- 
dustry to attract financing, develop new efficient equipment, and at- 
tract capable personnel. 

We greatly appreciate the opportunity to appear and make our 
views known on this important legislation. 

Senator Monroney. Thank you very much. 

Senator Schoeppel ? 

Senator ScHorPre.. No questions. 

Senator Brete. No questions. 

Senator Monroney. Were you here when Senator Lee testified ? 

Mr. McMvrray. I was, yes. 
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Senator Monronry. He made one point that aroused some im 
portance, I think, in the additional cost. I have been inclined to fee! 
that the costs were negligible that would be assumed by permanent 
certification. His point was that with this test-tube operation becom 
ing a permanent part of our national operation, that the pilots would 
be required to go on the same scale as the pilots of the trunklines, and 
that this would immediately add—I think his latest estimate was a 
thousand dollars a month per plane, to the cost of their operation and, 
of course, while we would consider permanent certification as being a 
permanent lease on life, we still must acknowledge and still realize 
that we are testing to prove a new source of service, and the ultimate 
continuation of employment of air personnel which I quite agree is 

valuable for national defense and everything else would lead me to 

wonder whether if that statement would be consistent with the Air 
Line Pilots Association, if they would feel compelled to put the same 
scale in as on trunklines with permanent certification, as they would 
with the feeder lines. 

I am not try ing to put you on the spot. 

Mr. McMurray. That is all right. No: I don’t believe so. Gen- 
erally speaking, the association has the policy, and has had since its 
inception, that there should be no differential in pay for the pilots 
operating the same type of equipment over the same routes. We 
haven't actually considered whether or not it was a feeder line when 
we went into negotiations. However, we do conduct our negotiations 
on the property involved and, of course, the ability to pay always 
enters the picture in any negotiations. I think it would be a correct 
statement that as time goes on, as their position improves, we would 
expect to reap part of the benefit that we had helped to produce. 

However, during our recent negotiations, the differential in pay 
between the trunk and the feeders has narrowed a great deal, and I 
think in our last arbitration proceeding the local service pilots are 
now within approximately 10 cents a month of some of the carrier 
pilots on the same type of equipment. 

So the gap is not very great now. Would that answer your 
question ? 

Senator Monronry. Well, permanent certification would not auto 
matically mean that all pilots would have to go on the same basis. 

Mr. McMurray. It wouldn’t change our approach to the problem 
in any way. 

Senator Monroney. You would still consider this is an experi- 
mental operation as to routes and as to its eventually working its way 
off the subsidy ? 

Mr. McMvrray. Let me put it this way: We would not change our 
position or our efforts one iota from what we are now doing. We 
are now interested in getting the highest pay for our pilots that 
we can. 

Senator Monronry. And your pilots are interested in carrying the 
biggest loads on the feeder lines and stimulate traffic as much as the 
other personnel on the line. 

Mr. McMurray. They have done a very good job in that regard. 
It is interesting to see them he ‘Ip. I would like to make one com 
ment. There are many statements made with respect to incentive and, 
of course, everybody recommends incentive. Wedo. We work wi 
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incentive-type pay rates, but I think, having watched these people, 
you can put incentive so far away that they “don’t get it and then it 
gets to be discouraging and defeats its purpose, and I think that 
may be where we are going with these people, having watched how 
they work. 

(The prepared statement of Mr. Sayen is as follows :) 


STATEMENT OF CLARENCE N. SAYEN, PRESIDENT, AIR LINE PILOTS ASSOCIATION, 
INTERNATIONAL, IN SUPPORT OF PERMANENT CERTIFICATION FOR LOCAL SERVICE 
AIR CARRIERS 


My name is Clarence N. Sayen. I am president of the Air Line Pilots As- 
sociation, International. We are very appreciative of the opportunity to appear 
before you today in support of the legislation which would provide permanent 
certification for local service air carriers. 

The Air Line Pilots Association is an association of the professional airline 
pilots of the scheduled United States air carriers. At present it has a member- 
ship of over 12,000 active and inactive members employed by 41 certificated air- 
lines. The association represents airline pilots in all aspects of their profes- 
sional life. It is their bargaining agent under the Railway Labor Act, maintains 
an extensive air safety organization in 116 councils scattered throughout the 
United States and a number of foreign countries, and is spokesman for the air- 
line pilot in his relationship with municipal, State, Federal and international 
organizations. With specific reference to the local service carriers, the associa- 
tion represents all of the pilots of the 14 temporarily certificated local service 
carriers. These individuals, along with stockholders, management, and other 
employees, have invested their professional future in the carriers who will be 
iffected by this proposed legislation. 

3y way of personal background, I hold bachelor of arts and master of arts 
degrees in geography and economics. I have been a teacher and an airline 
pilot. Some current activities include the presidency of the International Fed- 
eration of Air Line Pilots Associations which is a federation of the pilot repre- 
senting organizations of some 22 countries; membership on the committee on 
operating problems of the National Advisory Committee for Aeronautics, execu- 
tive committee of the National Air Transport Coordinating Committee, War 
Air Service Pattern Committee of the Defense Air Transportation Administra- 
tion, Civil Aviation Air Defense Advisory Committee, National Aviation Noise 
Reduction Committee, Civil Aeronautics Administration Prototype Aircraft Ad- 
visory Committee, executive committee of the Radio Technical Commission for 
\eronautics, and the Chicago Aero Commission. 

Competent witnesses who have appeared in behalf of permanent certification 
for the local service carriers have presented statistical evidence demonstrating 
the growth and development of this service. It would serve no purpose, there- 
fore, to take the committee’s time in useless repetition. We would like, how 
ever, to present a few brief facts to demonstrate that these carriers perform an 
essential service in our economy and that this service is capable of sustained 
growth in the public interest. Without exception, the local service carriers have 
entered the scheduled air transportation field since the end of World War ITI. 
The oldest has been operating for slightly more than 10 years, while the young 
est is only 4 years old. In this relatively brief period, these carriers have de- 
veloped a network of approximately 30,000 miles of air routes serving 440 com- 
munities in the United States. The only air service provided to 264 of these 
communities is by local service air carriers. Over 47 million people have air 
service made available to them by this new aviation enterprise. 

That local air service is an accepted and expanding part of our economy is 
evident from a few statistics. The revenue-ton-miles moved by local service air 
carriers increased from a figure of 202,000 in 1945 to 39,620,000 during the year 
1953. The total commercial revenue, exclusive of mail pay, increased from ap- 
proximately $5 million in 1948 to $24,300,000 in 1953. The increase is continuing. 
While the so-called subsidy payments have increased during this period, a large 
portion of the increase has been due to the increase in the route miles of ldcal 
air service being made available and additional communities being served. 

More difficult to measure directly is the contribution which has been made 
to the communities being given air service by these carriers. Faster air trans- 
portation stimulates commerce and business. It creates new patterns of indus- 
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try by providing closer ties with the large cities and centers of industry. For 
some communities it has ended relative isolation in a business and social sense 
There is little doubt that the local service air carrier is a permanent and 
integral part of our expanding economy and must. and will continue to expand 
with it. Very few of the communities which have now been given the advan 
tage of air service will willingly be deprived of it. As our population and econ- 
omy expand and the tempo of our industry is geared more and more to faster 
and more efficient means of Communication and transportation, these carriers 
will expand and will be required to keep pace with that development. 

We have had the opportunity, due to the nature of our association with the 
industry, to participate and observe at first hand the advancements which the 
local service lines have made and to evaluate the underlying problems which 
must be solved if they are to effectively fulfill their potential in our economy 
We have reached the conclusion that permanent certification of these carriers is 
essential to their continued development for many reasons. 

1. Permanent certification will relieve these air carriers of the uncertainty 
which constantly surrounds their present existence and every decision that they 
are required to make as to their future. The temporary nature of the certificates 
of these carriers has been a skeleton in the closet for management and em 
ployees alike. It has made it impossible and impractical to plan into the fu 
ture. Permanent certification will help to relieve the uncertainty on the part of 
investors, management, and employees. 

2. It will relieve management of the tedious and expensive procedures which 
are required every few years in a certificate renewal proceeding. These pro 
ceedings consume too much of the energy and resources of these small com- 
panies. 

3. It will permit this industry to attract capital which is vital to its expan- 
sion and growth. One of the great handicaps of this young industry has been 
its inability to attract adequate financing due to the temporary nature of its 
existence. If this industry is to fulfill its vital role in our economy, it must 
expand and grow; it must be capable of securing new equipment, and in putting 
into effect modern procedures which will enable it to keep pace with the times 
and its competitors. 

t. It will reduce employee turnover and encourage capable people to invest 
their future in this business. For example, an airline pilot is considered too 
old for initial employment by most air carriers after age 28. He must, there- 
fore, invest his career with a particular air carrier prior to that age and 
thereafter remain with it. In making this important decision an individual 
must have some assurance as to the future possibilities of the company. The 
temporary nature of the certificates granted these carriers has been a handicap 
to them in attracting and maintaining capable personnel. 

5. These carriers are badly in need of a more efficient aircraft. This is proba 
bly one of the most important technical problems now facing the industry it 
increasing their productivity and keeping costs under control. New aircraft 
are expensive to design, construct, and introduce into service. To secure an 
aircraft adanted to this service, a manufacturer must first see a sufficient mar- 
ket to justify the design and development cost, and these air carriers must be 
able to secure sufficient financing to acquire the aircraft, introduce them into 
service, and have a future expectation during which they may be amortized. 

It is our belief that the decision on permanent certification of these carriers 
is one that should properly be made by the Congress rather than the Civil Aero- 
nauties Board. It is our belief that the Congress is requested in this legislation 
to provide policy-making guidance for one of its agencies, the Civil Aeronautics 
Board, on the question of the future of this important segment of our air 
transportation structure. In our opinion, this is properly the function of the 
Congress and a decision which should be made by it. 

Concern is often expressed regarding the so-called subsidy payments which 
are being made to these air carriers in the present state of their development. 
We take issue with the term “subsidy” as applied to these payments, It is esti- 
mated that such payments to these air carriers this year will- approximate $24 
million. We believe that such payments must be viewed in the overall national 
interest and as such, an evaluation must be made as to whether there is value 
being received in the national interest. We contend that these payments repre 
sent an excellent investment for several reasons. 

1. They are payments net necessarily to the air carriers involved, but pas 
ments made to provide essential air service to 440 communities of this country 
The payments will be made only so long as they are necessary to develop this 
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air route structure and enable these communities to support this air service 
without the help of the Federal Government. 

2. The national interest is securing a return in the national defense in excess 
of the total subsidy bill. For example, approximately *) airline pilots are 
being maintained, available to the national defense in the highest possible state 
of proficiency, as transport pilots. Figures recently released by the Defense 
Department estimate that at present, it costs approximately $120,000 to train 
a pilot to the minimum proficiency required in order that he may be assigned 
to a mission.; In order for a pilot to be available to the national defense in 
accordance with the demands of modern warfare, he must be in a constant 
state of readiness. This can only be achieved by the pilot being constantly in 
service or constantly in training. 

The training is very expensive, whether it he given as part of a Reserve unit 
or on active duty with the Air Force. The pilots of these local service carriers 
are being maintained at a high state of proficiency, constantly available to the 
national defense of our country, while, at the same time, providing essential air 
services to the citizens of hundreds of communities. We contend that the value 
of these pilots to the national defense far exceeds the total so-called subsidy 
payments that have been made to the local service air carriers from their in 
ception. It is not sound economics to merely take money out of one pocket and 
put it in another, and if the Federal Government were to terminate the local 
service air carriers today, we believe that it would be necessary to increase mil 
tary appropriations by an amount in excess of the total amount being paid the 
local service air carriers if the same number of highly trained available pilots 
were to be maintained. 

In addition to the foregoing, we must consider the value to the national de 
fense of the trained mechanics and other highly skilled personnel made avail 
able by these carriers, 

In the event of the necessity of a rapid mobilization in this country, all of our 
air transport force would probably be required. These carriers are maintaining 
approximately 160 aircraft available for essential military or civilian use in 
such an emergency. 

3. The local service carriers have stimulated air travel and served as feeder 
lines into our larger trunk carriers. In recent years, the growth of air travel 
combined with increased efficiency has made it possible for most of the trunk 
earriers to free themselves from a dependence on the Government for so-called 
subsidy payments. Some of the increase in air traffic must be attributed to the 
feeder capacity of the local service lines. Undoubtedly this has been a factor 
in reducing the subsidy requirements of some of the trunk carriers and the 
so-called subsidy payments have, in effect, heen transferred from them to this 
new development of our air route structure. As our air transport increases these 
carriers, called at one time feeder lines, will undoubtedly feed more and more 
passengers into the trunk air carrier systems. 

4. It is important to the national interest that local communities develop, 
maintain, and expand their aviation facilities. The local service industry has 
stimulated local communities to improve their airports and other aviation 
facilities. It has provided a source of income that has been of help to com 
munities toward this end and so-called Federal subsidy payments have found 
their way by the medium of the local service carrier to this worthwhile 
purpose. 

We concur completely in the desirability of making our entire air transporta 
tion free from any dependence upon Government support as rapidly as possible 
We believe that this will best be accomplished by the realistic support of these 
carriers in order that they may expand their service, increase their efficien 
and perform their assigned functions in order that they will grow with ou 
economy. In this light, we view the present so-called subsidy payments us 
sound investment in the future. 

In summation, we believe the adoption of this proposed legislation by the 
Congress will be in the national interest. It will provide important policy 
making guidance for the Civil Aeronautics Board. It will enable the carriers 
who have been assigned to develop this important segment of our air-route 
structure to better perform their assigned function. It will bring needed 
stability to these carriers. It will mean added security for the employees 
and remove the uncertainty that is present when a constant repetition of 
renewal proceedings and temporary certificates are present It will enable 
the industry to attract financing, develop new efficient equipment, and attract 
capable personnel. 
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We greatly appreciate the opportunity to appear and make our views known 
on this important legislation. 


Senator Monroney. Is Mr. H. B. Johnston of the Air Coach Trans- 
port Association present ‘ 

(No response. ) 

Senator Monroney. Mr. Floberg, I understand, has a statement 
for Mr. Nick Bez, president of West Coast Airlines. 

Mr. Fioserc. Yes; he is still ill in Chicago. We have a statement 
for him. 

Senator Monroney. That will be received and given the same con- 
sideration as if he were present to read it. 

(The statement above referred to is as follows :) 


STATEMENT OF NICK BEz 


My name is Nick Bez. I am president of West Coast Airlines, Inc. Our 
headquarters are in Seattle, Wash. I appreciate the opportunity to express to 
you and this committee the views of West Coast on the question of permanent 
certification of the local-service air carriers as covered by bill 8. 651. I believe 
a brief summary of the history of West Coast Airlines, Inc., is in order, 

West Coast Airlines, Inec., was one of the first local-service carriers to be cer- 
tificated by the Civil Aeronautics Board. Our application for a certificate of 
public convenience and necessity was originally filed with the Civil Aeronautics 
Board in 1941, and the certificate was granted on May 22, 1946, for service to 
cities in western Washington and Oregon. 

Operation of West Coast Airlines started December 5, 1946, between Seattle, 
Wash., and Portland, Oreg., serving intermediate cities of Olympia, Centralia- 
Chehalis, Aberdeen-Hoquiam, and Astoria, Oreg. Our service began with three 
24-passenger DC-3 airplanes. 

In May of 1947 we started service to Port Angeles from Seattle; in July of 
that year additional routes were added from Portland to Medford, Oreg., and by 
September 1947 we began service from Seattle to Bellingham, Wash. By this 
time we were operating five DC-3 aircraft. 

West Coast Airlines, as now constituted, is the result of the merger of two 
local-service air carriers, i. e., Empire Airlines, Inc., and West Coast Airlines, 
Inc. The merger of these two carriers was approved by the Civil Aeronautics 
Board in July of 1952 and became effective on August 1, 1952. 

In connection with this merger and to give better service to the area addi- 
tional routes through central Washington were granted by the Civil Aero- 
nautics Boatd to connect Empire Airlines and West Coast Airlines. It is inter- 
esting to note the 5 communities added enplaned 24,327 revenue passengers in 
1954. 

The consolidation now represented by West Coast Airlines serves 44 com- 
munities in Washington, Oregon, and Idaho, and of these 44 communities 30 are 
served exclusively by West Coast Airlines, Inc. 

Communities served by West Coast Airlines, Inc.: 


Port Angeles? Ellensburg * 

Seattle Yakima 
Aberdeen-Hoquiam * Wenatchee * 

Olympia * Boise 
Centralia-Chehalis * Idaho Falls 
Astoria * Baker 

Portland-Vancouver Ephrata-Moses Lake’ 
Albany-Corvallis * Richland-Pasco-Kennewick ” 
Coeur d’Alene? Walla Walla 

surdley-Rupert * Pendleton 

Spokane La Grande* 

Dugene Lewiston-Clarkston * 
North Bend-Coos Bay’ Ontario-Payette* 
Roseburg * Pullman-Moscow * 
Medford Twin Falls 
Klamath Falls Pocatello 


1 Communities served exclusively by West Coast Airlines, Inc. 
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As of the moment we have approximately 360 employees and operate 12 24-pas- 
senger DC-3 aircraft. From the small beginning in 1946 we show a steady and 
sustained growth. Revenue passengers for the 8 years ended last December 
1954 totaled 954,270. 


By years revenue passengers carried were: 
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Since 1946 we have flown over 158 million passenger-miles without a single 
passenger injury or fatality. 

In 1954 we carried 167,221 passengers between the communities over which we 
operate. <A typical example of the need for and the service we render is at 
North Bend, Oreg. The 1950 census lists the population of North Bend-Coos 

jay as 12,000. In 1954 West Coast boarded 11,011 passengers from this airport 
in spite of economic conditions seriously hampered by a long and protracted lum 
ber strike. Almost the entire population of the two cities paid to fly with West 
Coast during the year. 

Port Angeles, way up on the Olympic Peninsula, has a population of 11,233. 
In 1954 West Coast boarded 6,774 passengers from this airport. 

We are proud of the passenger traflie we have generated. According to 
the latest industry figures for each 1,000 population in the communities served by 
us we had 109 people board a West Coast plane during 1954. 

Seattle, Portland, and Spokane account for approximately two-thirds of the 
total population served by West Coast Airlines but gave us less than one-third 
of passengers boarded during 1954. Conversely, one-third of our population 
gave us more than two-thirds of our 1954 passengers. 

Lewiston-Clarkston with a combined population of 18,602 boarded 7,732 pas- 
sengers in 1954. For each 1,000 population 415 persons used West Coast Air- 
lines from this area. Examples like this could be shown for the majority of 
the smaller communities served by us. 

We feel we not only have generated air traffic not thought possible a few years 
ago, but of much more importance is our contribution to business and the living 
standards of the smaller communities. Many communities were formerly iso- 
lated from metropolitan areas and could not attract industry, but with air 
transportation they have moved next door to their markets. We have provided 
this opportunity. 

I am certain if your committee could spend the needed hours taking testimony 
from business concerns you would compile statistical figures to show the close 
tiein of business, large and small, with the development of air transportation. 

In the States of Washington, Oregon, and Idaho distances between com- 
munities are great and the natural land and water barriers make air trans- 
portation a necessity. We talk to people who board our planes, We continually 
see businessmen, salesmen, and industrial experts from the eastern and mid- 
western sections traveling on our planes and accomplishing in a matter of hours 
what previously would have taken days by existing surface transportation. 
Housewives also ride with us to the metropolitan areas. They leave in the 
morning and return to their homes the same evening. 

On almost any flight a list of passengers would represent a cross section of 
the people who live in these three great Northwestern States. 

It would be impossible for me to appear before this committee without 
repeating some of my statements made publicly and before other committees. 
I firmly believe the growth and development of all areas of population are con- 
nected and tied in closely with the airline industry. 

The phenomenal development of the domestic trunk lines during the last 16 
years has not only been due to effective management and technological develop- 
ments arising out of World War II, but, also, due to the very wise subsidy pro- 
visions of the Civil Aeronautics Act of 1938. The trunklines did not reach 
full maturity overnight. I believe it was not until 1951, war years excepted, 
that any of the trunklines were able to exist without the aid of subsidy, and 
even today at least some of the trunklines require subsidy assistance. 

When we compare the tremendous economic and social advantages which 
come to us because of the existence of the world’s foremost air transportation 
system, I believe all of us would inevitably conclude that the cost to our 
Government in assisting the development of these trunklines through the sub- 
sidy provisions of the act is relatively minor. I make this statement without 
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any reference to the acknowledged value to our country of the air carriers 
during the last war and the present-day value in defense planning. 

The last 9 years has seen the development of the local service carriers to a 
point which compares favorably with the development of the trunk airlines dur- 
ing their first 9 years, and to continue to think they are still in an experimental 
stage is, in ny apinion, completely erroneous. 

Since 1946 all of the local service carriers have gone through the procedure of 
renewal applications. 

We no longer have to experiment to determine whether or not local service 
can be efficiently operated. During the last 2 years West Coast has had nearly 
330,000 answers to that experiment from passengers carried as well as thousands 
of individuals who have used our service for the movement of freight and 
express. Shortly West Coast Airlines will board its one millionth revenue pas- 
senger. We think the need for experimentation has long since ceased. We 
think the costly process of reexamination and renewal of local service certifi 
cates is a waste of Government time and the imposition of an unnecessary cost 
upon the industry. 

I could cite many examples of the cost and frustration in attempting to plan 
for extremely short periods of time. We cannot provide equipment and facilities 
which we know good sound business judgment requires of us. One specific ex 
ample which [ have cited before has to do with OMNT equipment. From an 
operational standpoint we are convinced we should replace the low frequency 
radio navigational equipment with OMNI equipment operating ou a very high 
frequency. Without a doubt this is more efficient and provides for safer opera- 
tions during bad weather conditions, and it undoubtedly would reduce flight 
operations cost. 

Despite the fact that the Federal Government has spent millions of dollars 
installing the OMNT navigational aids throughout the United States, I do not 
believe that West Coast Airlines can ask its stockholders to contribute $100,000 
of additional capital to install this equipment when our certificate expired last 
September 1954, and we are at present going through the long and costly process 
of renewal application. This problem is not peculiar to West Coast Airlines 
I am certain other local service carriers can cite other examples of inadequate 
planning which is directly traceable to the fact that we do not have any guar- 
auty whatsoever of continued existence. 

I believe that to a very major degree the Civil Aeronautics Act of 1938 has 
accomplished its primary objectives. I believe the local-service air carriers 
have proven their right to be taken out of the experimental classification and 
take their place in the forward march of progress in the areas in which they 
now serve. 

I appreciate the opportunity to appear before you and talk about a subject 
which is very close to my heart, and that is the granting of grandfather rights to 
the local service airlines. 

Others have appeared before this and other committees in previous hearings 
and outlined their views of the bills which would have the effect of giving the 
local service carriers so-called grandfather rights and would would entitle these 
local carriers to permanent certificates on showing they are fit, willing, and able 
to perform satisfactorily. The weaker spots in any local carrier service airline 
can be determined upon a fair and equitable basis, and, taking into consideration 
the convenience of the public, permanent certification would not unduly burden 
the Government with subsidy payments. With certain progress and the passing 
of time, self-sufficiency will be accomplished. 

I believe everybody acknowledges that the greatest potential air market is 
moving people relatively short distances. Transportation by private automobile 
is becoming increasingly difficult and if even 5 percent of this traffic were 
diverted to air transportation it would result in an astounding growth. We are 
on the threshold of achievements that will make the past seem insignificant. 
The local service carriers want to plan a full part in this development and believe 
the granting of grandfather rights to the greater part of the routes we now 
operate will prepare a firm foundation for the future. 

I thank you again for this opportunity to appear before you. 


Senator Monronry. Mr. James G. Ray of Airline Consultants. We 
have heard some fine things about your operations this morning from 
Senator Lee. 

Mr. Ray. I am very much indebted to him. 
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STATEMENT OF JAMES G. RAY, ON BEHALF OF AIRLINE 
CONSULTANTS 


Mr. Ray. I have a model here of an airplane that I believe your 
committee might be interested in. I would like to show it to you. I 
have a short statement prepared which I believe we might just enter 
in the record in order to save time, and I will tell you some of the 
things just briefly about this particular aircraft. This machine has 
been designed by the Fokker Co. of Holland and it has been built 
largely with Dutch money, that is, prototype money put up by the 
Dutch Government. 

The Fairchild Co. has a working arrangement with the Fokker Co. 
whereby they can take over the manufacture and sale of this job for 
the Western Hemisphere. As a matter of fact, that arrangement is 
all settled. The airplanes are pre sently being built and the first one 
will fly in about a couple of months. Certification is under way with 
the CAA in this country and we see no hitch in the plans to p roduce 
this airplane over here, it being produced by the Fairchild Co., and 
being made available for air transport use in this country. 

The airplane is almost exactly on the specifications that have been 
drawn by the local air carriers. Its span is 95 feet, which is exactly 
the span of a DC-3. It will carry more load. It will operate at a 
lower seat-mile and ton-mile cost than a DC-3 by a substantial margin 
and as far as we know, it will doa very good job for the local carriers. 

The only thing at present that is not completely settled about the 
building of the aircraft over here is the market for wo aircraft. The 
Fain chil people aren’t about to build it unless they believe they can 
sell it. Its primary customer will be the local service airlines and 
aay, of course, are very much interested in anything that will make 
it more certain that the local carriers will be in a position to buy the 
airplane if they go ahead and build it. I will say the airplanes are 
expected to fly in May or June, — first protype machines. 

Senator Monroney. Will they be built by Fairchild here? 

Mr. Ray. The prototypes are being built in Holland. One of the 
protypes will probably be brought over to this country later in the 
year and Fairchild’s decision to build will be reached sometime in 
the fall probably. That decision will be based, of course, on whether 
the airplane meets its design expectations or not. In other words, 
they will have a good look at it and determine just how good it is. 
But in addition to that, they will have a good look at the American 
market and determine whether they can sell them after they build 
them. 

I believe that isthe story. The Fairchild people asked me to appear. 
However, the statement I have made is my own. It is not the Fair- 
child Co.’s statement. 

Senator Monronrey. How much will this plant cost compared with 
that of the DC-—3; the initial cost ? 

Mr. Ray. Its initial cost, of course, will be considerably more than 
the DC-3. At the present time the Fokker Co. is accepting orders on 
this airplane at 165,000 pounds. That translates into $462,000. The 
Fairchild people believe they can build the job over here as cheaply 
as Fokker can build it in Holland, so that is as close as we can come at 
the present time to bring down a price. It will probably be between 
$450,000 and $500,000, 
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Senator Monroney. The present DC-3’s in good condition run close 
to a hundred thousand. 

Mr. Ray. Probably a little less, probably on the order of $75,000. 

Senator Monroney. Of course, those are planes with years of serv- 
ice on them. The original DC—3 on about a 1938 or 1939 valuation 
was about a hundred thousand dollars, I believe, before we got into 
mass production. 

Mr. Ray. That is correct, it was above a hundred thousand dollars, 
and then went down to under $100,000 under production. 

Senator Monronrey. How many passengers will this carry ? 

Mr. Ray. Thirty-six, without putting passengers in the plane of 
the propeller. It will carry 40 if you want to seat them in the plane 
of the propeller. 

Senator Monronry. What is its landing speed ? 

Mr. Ray. Between 3 and 4 miles greater than a DC 

Senator Monroney. That would be about 75 miles an hour ? 

Mr. Ray. No, sir; less than that, 67 or 68, I believe. 

Senator Monronry. And it takes off at what speed ? 

Mr. Ray. Approximately the same. 

Senator Monroney. You can get into a 3,000-foot runway ? 

Mr. Ray. No; under part 4-B it takes a little more than that. We 
believe it will be about 3,600. A DC-8 will operate under 3,300 feet, 
but it doesn’t meet the requirements of part 4-B. Actually, this plane, 
as I see it, will get off the ground and get back on again with greater 
safety on a 3,800-foot runway than will a DC-3, but because of the 
regulatory problem it does require a little more to be certificated. 

Senator Monroney. What horsepower motors ¢ 

Mr. Ray. This has two of the engines that the British Viscount 
carries. They are turboprop engines putting out 1,550 shaft horse- 
power with about 365 pounds of jet boost. 

Senator Monroney. That gives you greater economy, then, in oper- 
ation, both up and down? 

Mr. Ray. Well, of course, the machine not having flown yet, we 
are not absolutely certain of its operating costs. As near as we can 
get to it, though, it will cost more to fly than will a DC-3 on a per mile 
basis, but on a per seat-mile or per ton-mile basis, it will be consider- 
ably better. But because it is a bigger airplane it will probably cost 
a little more to fly than a DC-3 on a straight mile basis. 

Senator Monronry. Where are the boarding ramps in relation to 
the model? Is it rear loading? 

Mr. Ray. Here is a door, and there is one here. Either one can be 
used for passengers, but it is expected that this area toward the front 
will probably be mostly used for cargo and that passengers will come 
in and deplane by this rear door. 

Senator Monroney. Is it possible to operate the loading ramp from 
the inside ? 

Mr. Ray. Yes. Because it is a pressurized airplane, the door opens 
inward and slides back, but at the time it slides back there are a couple 
of steps that extend back here to load. 

Now, the front door, this door sill is only 3 feet off the ground, and 
this one back here is 3 feet 7 inches off the ground. 

Senator Monroney. It is a pressurized plane? 

Mr. Ray. Yes. 

Senator Monronery. What is the airspeed ? 


» 
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Mr. Ray. It is estimated cruising speed will be about 280 miles an 
hour. That is at 20,000 feet. In local service it won't get that high 
for almost all of the flights, but it doesn’t lose a great deal of speed 
as you come down into the lower altitudes. It will still cruise at about 
260 or 265 at sea level. 

Senator Monronry. Senator Schoeppel. 

Senator Scnorrre,. What is the weight of that ship ? 

Mr. Ray. It grosses at 32,000. The DC-—3 about 25,000. 

Senator Scnorrret. Not having tested it yet, of course, and not 
being in production, even with a model for experimental purposes, 
you only have a guess as to what your safety factor would be on one- 
engine operation / 

Mr. Ray. Well, that is probably more than a guess because in the 
design of aircraft these days they can figure things out pretty well, 
and this supposedly will operate full load single engine under stand- 
ard air conditions at about 14,000 feet on one engine, and meet its 
required rate of climb, and so forth. 

Senator Monrongy. What would be the position on takeoff with loss 
of one motor’ Could you complete a takeoff if you lost one motor? 

Mr. Ray. Yes. The single- engine condition limits the length of 
runway that you use. If both engines continue to run you could vet 
out of a very much smaller runway than, say, 3,600 feet, but at 3,600 
feet you can get to flight speed, lose an engine, and either stop or go on 
on the other engine. 

Senator Monroney. Reversible prop ? 

Mr. Ray. No, sir: it doesn’t have reversible in the present form, 
although those can be put on. The prop is an English prop and it 
does what we call disking. That is a somewhat new term over here. 
At the time the aircraft touches down the blades go to 2 degrees of 
pitch instead of the normal 22 that they are set for their takeoff setting. 
At that flat angle the disks are revolving as an autogyro rotor or 
helicopter rotor, and it does give a great ‘deal of dr ag, and that, ac- 
cording to the Fokker people, and. according to the Rolls Royce 
people, the Viscount people, those who have h: ad experience with it, is 
all that you need. But the Hamilton standard people do have a pro- 
peller that will fit this engine, so if anyone wants to, reverse-pitch 
propellers can be inst: alled. 

Senator Monroney. Senator Bible. 

Senator Brrie. No questions. 

Senator Monroney. We would be interested to see it if you get a 
plane over here. That is for your testimony. 

Mr. Ray. Thank you for the opportunity of appearing. 

(Mr. Ray’s statement is as follows :) 


STATEMENT BY JAMES G. RAY REPRESENTING FAIRCHILD ENGINE & AIRPLANE 
CorP. WITH REFERENCE TO S. 651 


Mr. Chairman, members of the committee, my name is James G. Ray and I am 
a partner in a consulting firm located here in Washington, which specializes 
in air transportation. Our firm is presently engaged by the Fairchild Engine & 
Airplane Corp., of Hagerstown, Md., to study a new aircraft known as the 
FF-27. This is a small transport airplane, slightly larger than a DC-—3, and 
incorporates many of the advancements made in aircraft design during the 20 
years since the DC-3 was first developed. 

We appeared before the Senate Interstate and Foreign Commerce Committee 
of the 83d Congress last May to inform them that the Fokker Aircraft Co. of 
Holland was developing an aircraft known as the F-27, and that the Fairchild 
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Co. had entered into an agreement with the Fokker Co. to take over manufac 
turing and sale rights of this aircraft for the Western Hemisphere, excluding 
Brazil. Plans then called for building two prototype aircraft in Holland, which 
were scheduled to fly in May of 1955. These test machines would be used to 
demonstrate that the airplane would meet certification requirements for Holland 
and the United States 

Now, nearly a year later, it is my purpose to tell you that this development has 
moved ahead according to schedule. The two prototype machines are nearly 
finished; the Fokker Co. informs us that they are very close to schedule on 
them, and that they expect the first of the prototypes to fly within a few 
months. The preliminary details of United States certification have been taken 
care of and several representatives of the CAA have been in Holland to familiar- 
ize themselves with the design. 

In the meantime, the Fairchild Co. has moved ahead with its plans for build- 
ing the aircraft over here. It has completed market surveys and has made 
initial sales contacts with the airlines. Also it has established a new department 
in its organization to handle the FF—27 project and has employed Mr. James 
Pfeiffer, who was formerly in charge of domestic sales for Convair, to head it up. 

The FF-27 should make a very good operating airplane for the local carriers. 
It is a much more efficient plane than the DC—8. It will cruise about 100 miles 
per hour faster and should operate at a lower seat-mile and ton-mile cost, even 
over very short-stage distances. It is smaller than a Martin or a Convair and is 
expected to operate at less cost per plane-mile than either of these aircraft. 
It is pressurized, has a tricycle gear, and is powered with Rolls Royce darts, 
the turbine propeller engine that powers the British Viscount, an airplane that 
has become noted for its quiet, vibrationless flight. 

The Fairchild Co. has not determined its final price for this airplane, but the 
Fokker Co. is presently accepting orders at 165,000 pounds, which is about 


Pty 
PERSPECTIVE VIEW OF FOKKER F. 27 


$462,000. The American price will be around this figure and will present a 
financing problem to the local airlines. An investment of this order obviously 
must be written off over a period of time longer than their present temporary 
certificates. 

The company’s final decision to start its production line rolling will be based 
on its estimate of the potential market for this airplane. This estimate must 
include the local carriers’ ability to purchase, as well as their need for more 
modern flight equipment. 

It is important to the Government that these local carriers be able to pur 
chase modern equipment at an early date. By so doing they can lessen their 
need for Federal subsidy, can provide a better service to the public, and will 
be a much more valuable asset to the Nation if some national emergency should 
arise. 
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Thus the ability of the local carriers to buy new aircraft is a pertinent and 
important consideration for this committee. At long last a modern aircraft can 
be made available to replace the DC—3 and the emphasis now shifts to the 
carriers’ ability to finance the change. Almost all of the local carriers have 
had great difliculty financing their present operations and many of them are 
still handicapped by lack of operating capital and equipment. Legislation that 
will assure an investor greater permanence of his investment is necessary 

We greatly appreciate this opportunity to bring this situation to your attention. 
Thank you. 

Senator Monroney. Is Mr. Belinn, president of Los Angeles Ain 
ways, in the room ? 


STATEMENT OF C. M. BELINN, PRESIDENT, LOS ANGELES AIRWAYS 


Mr. Bevinn. Mr. Chairman, I have two items which have been pre 
pared and which in the interests of brevity I shall make as short as 
possible. 

This diagram here will give an indication of our route structure. 1 
also have prepared a statement, and this prepared statement, Mr. 
Chairman, is rather enter. and in the interests of brevity here 

Senator Monronry. We are not trying to cut you off. We are 
mere ly trying to condense as much as weean. The committee has had 
a pretty long day. 

Mr. BELINN. May I read the statement ? 

Senator Monroney. If you would care to. If there are parts you 
could abbreviate, or summarize as you go along, that would help us 

Mr. Betrnn. I will try that, s 

My principal interest is to qualify myself as a person here, and, 
secondly, to justify my company as having a relev: ant interest in this 
proce eding. 

Our company Was the world’s first certificated helicopter operat ion. 
We were certificated by the Civil Aeronautics Board in 1947. We have 
been in continuous operation ever since receiving the Los Angeles 
basin. Our population coverage is in excess of 5 million people. We 
serve in excess of 40 cities over this route pattern. We are one of the 
largest carriers of airmail in the world, and fast bee oming a similarly 
heavy carrier of air express. We are also in the feeder-passenger 
business. 

We were certificated under precisely the same legal considerations 
as the so-called local carriers which are being legislated in this pro- 
posed legislation. 

The responsibilities, the issues, and all of the factors which are 
relevant to the fixed-wing air carriers are, of course, applicable to us. 
In fact, I believe we raised more pure risk capital be fore we were able 
to commence the operation of this highly speculative type of service 
than any of the local airlines, and there has been some question raise (l 
as to whether or not we didn’t raise as much capital as all of them 
put together, and I refer precisely to risk capital. The risk in this 
oper ation at the outset was very great. First of all, there was a ques- 
tion of mechanical integrity of the equipment. No one had ever tried 
to fly helicopters on a schedule before. No one had ever raised the 
question of local acceptance. No one had ever raised the question as 
to what would happen if the service pattern that we had promulgated, 
which the Post Office Department had given us, was workable, so we 
were on a day-to-day survival basis from many points of view, so that 
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the local carriers—and I don’t mean to place them in a bad light be- 
cause I have spent many years of my life in their service—but what- 
ever the risks and the factors are, they are equally applicable in our 
case. We were certificated for one 3-year period which we survived. 
We are about to terminate our second period of certification which was 

a 5-year one granted us subsequent to the first 3-year one. This period 
we are now terminating, or will terminate next year. It places us in 
precisely the same position with regard to planning of future equip- 
ment, heliports, personnel, capital investment, and everything that is 
ee to the business which was promulgated under the same 
rules and same laws as the local carriers. 

Therefore, Mr. Chairman, we feel that we are very much interested 
in this legislation. 

Now, last year we were led to believe that in the promulgation of 
this legislation the helicopters originally were considered a part of 
the pattern of all local air carriers, but when the bill was reported 
out there was some exclusionary langu: ge which excluded our group 
of carriers by law. This had a very “bad effect upon the stockholders 
of our company, upon our future plans of organization, upon the 
people we served, and in the territory that we have very important 
relations for our survival. 

Therefore, it oecurred to us that it was the vast importance that we 
ask this committee to certainly embody nothing in this legislation 
which would be discriminatory insofar as we are concerned because 
of the fact that we operate aircraft which rotates its wings as compared 
with the fixed wing. 

Now, that is really the only distinction between the two aircraft, 
Mr. Chairman. We have been a very important factor in the national 
defense. Our company has trained personnel, technicians, and pilots, 
which played a very important part in the Korean War effort. Our 
engineers have contributed inventions, mechanical methods to the 
helicopter which are being utilized, and will be utilized to a very 
much greater extent in the future. 

I have, for example, one little device: This is a model of what is 
now known as the R. O. R., rocket on rotor. This was conceived in 
the shops of our company, the purpose being to provide twin-engine 
safety in a single-engine helicopter in the event of an engine failure. 
This device in the metal form is imbedded in the rotor tips, and all the 
pilot has to do to actuate it is press a button or trigger. 

At a later date, of course, it will become automatic. 

Now, we did all of the original engineering work, and we went far 
toward building a working model, and we turned it over to the mili- 
tary, to the Office of Naval Research, who picked the subject up from 
there and has carried it into completion, so it is now flying on military 
aircraft. We didn’t have the money at that time to carry the project 
to completion. Now, we are picking it back up and it will be our 
hope that we may have it certificated for commercial helicopters. We 
developed and conceived the art of flying helicopters by instrument. 
We pioneered flying helicopters at night. We pioneered the flying 
of helicopters over rooftops. We have engaged in a very great num- 
ber of conferences, formal and informal, in which very “important 
military information has been plowed back into military channels. 
One example of what we believe we have done which this committee 
should be aware of is that we operated a fleet of what is known as 
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Sikorski S—51 helicopters from the inception of our operation. That 
is similar to the rescue helicopter used by the Air Force. 

At the outbreak of hostilities in Korea we have been told infor- 
mally that there were 82 of those helicopters in that field. We have 
been told informally by people of whom there can be no question that 
the information developed by our company and funneled back to the 
military made the availability of each he ‘licopter in that theater 100 
percent more than it would have been otherwise, which translated into 
dollars means a saving of approximately $20 million, which is many, 
many times more than the total cost of our operations since a be- 
ginning, and that, Mr. Chairman, is why I was so interested in your 
philosophy this morning on subsidy and how we talk about it, iad in 
what ways it may deve lop as it goes on. 

Now, there have been many other collateral activities. We, as I 
stated, carry great quantities of mail and express. Since we com 
menced operation we have expedited over 38 million pounds of air 
mail. We have official records to prove that we expedite this mail a 
minimum of 12 and as high as 48 hours, so mail is one of our very heavy 
commodities. We have ample records to prove that this expedited 
service has not only resulted in increased use of airmail—that, of 
course, is axlomatic, wherever there is better service there is more 
usage—but simply we have fed this additional business into the long- 
haul carriers which has reduced their dependence on the Government. 

Similarly we are doing this with express and with passengers. 

Therefore, we again trust that this committee w ill cons'der the im 
portance of not having any element of this legislation discriminate 
against our element of operation in the local and domestic airline 
pattern. 

Senator Monronry. When did you first start carrying passengers / 

Mr. Berinn. We started carrying passengers officially November 
1954. 

Senator Monronry. You have been carrying them about 4 months / 

Mr. Bevinn. That is right. 

Senator Monronry. While we certainly do not wish to impede in 
any way the helicopter service, the way this bill is drawn, if passed, 
it would give automatic ee certification to these feeder air- 
lines, as such. We are not ready, I don’t believe, at least I am not, 
without the greater experience in passenger traffic than has been shown, 
and the greater stability of route structure which is still, according to 
the testimony we have had from one of your colleagues, designed to 
cover much of an area or to be very contributing to large passenger 
hauls at this time, to include them into automatic certification 
permanently. 

We feel that the problem is somewhat different in serving a metro- 
politan area, particularly with mail transfers and perhaps neighboring 
commuting service, than it is to filling in the continental gaps in our 
airline maps. 

For that reason we have tried to limit this bill in our discussion, our 
testimony, to the big problem before us at the moment, get that one 
behind us, and then ‘look around for the cargo carriers, and perhaps 
the helicopter carriers. If it is necessary to make ourselves crystal 

clear what we mean on this grandfather clause business, we may find 
ousatioee in the position where we have to distinguish between the 
certificates. 
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My thought was that your temporary certificate at the moment, your 
renewable certificate, is probably on a different basis from that of the 
feeder airlines. 

Mr. Beinn. It is exactly the same, Mr. Chairman. Moreover, we 
are much further along than the fixed-wing industry was when it 
was granted grandfather certificates originally in 1938. ‘The helicop- 
ter business is not as small or lacking in service pattern as is generally 
believed. This territory we are t: alli ing about here, sir, the county, 
for example, of San Bernardino and Riverside County, are as large as 
several States are in the East. We have over 5 million people on this 
route pattern here. 

Senator Monronery. How much of that route pattern are you flying 
at the present time ? 

Mr. Beinn. All of it. 

Senator Monroney. As to passengers ? 

Mr. Betinn. We have just presented the Civil Aeronautics Board 
with our tariff for at least 10 cities on this route pattern here. We 
already have 8 passenger sc hedules a day to Long Beach, which are 
in addition to 3 schedules a day on each of these routes, and 25 sched- 
ules a day onto the rooftop of the terminal annex, and in addition, 
segment A, we have 5 schedules a day and those 5 schedules a day are 
predicated on the fact that for over 5 years 3 of the schedules on that 
segment have been running a hundred percent load factor, Our system 
load factor is just as high as the local airline load factor. 

Senator Monroney. We had that the other day. How many pas 
sengers does your plane carry ? 

Mr. Betrnn. Our plane will carry 7 passengers plus 250 pounds of 
baggage, plus 200 pounds of mail. 

Senator Monroney. That would be 4 passengers as contrasted with 
the load factor of 47 percent on a 21-passenger plane, so you get dif 
ferent numbers. 

Mr. Betinn. We carried twice as much mail and express in the 
Los Angeles area as the two local carriers combined. We carry rough- 
ly 30 percent of all of the mail and express which terminates in the 
southern California area 

Take the city of San Fernando. When we commenced operations 
the airmail was around 3 poundsa day. It developed to 110 pounds a 
day. Then due to airport conditions we were forced to withdraw 
service there for quite a long time, almost a year; when we came back 
the mail pattern had dropped back to 8 pounds a day. 

We have cities here, and these are large cities, sir, where passenger 
traffic, mail and express, are very, very high. We had 265 schedules 
a day in and out of Los Angeles Airport, which by and large drain 
from all of this back country here. The communications and the 
transportation back here is no different than it is in the territory that 
is operated by the local service airlines. There is no difference. We 
have very poor surface transportation, and all of this country here, of 
course, is full of ridges and mountains, and while we do have some 
fairly good through roads, on a perimeter we have a highly built-up 
industrialized new economy out here that is very greatly out of pro 
portion to our transportation. ‘Therefore, we have enjoyed very high 
load factors, and I do not think that there is any question, sir, as to 
public convenience and necessity on a comparable ‘basis with any other 
air carrier in the United States, irrespective of whether it is a trunk 
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or a local carrier. Our comparative position from the standpoint of 
public convenience and necessity, | am sure, would compare favorably. 

Senator Monronry. Do you ‘he ave any st itistics you wish to give us 
on the operation, comparison between your earnings from passenger 
and express revenue as compared with the Government pay for n vail 
and subsidy? You can furnish it for the record. 

Mr. Beinn. I can furnish it, sir. 1 did not have it in precisely 
that form. We have some very interesting projections here. This 
shows where we originally were. Then this red line | indicating] 
shows how close we were to our figures. Now we are down here be- 
low 1 mill here |indicating|, which is the cost to the Government 
for the transport of a letter over our system. Out of a 6-cent stamp 
the entire cost of our oper: ition, deve lopme nt, subsidy, and everything 
else is a little under 3 mills, and this projection here shows that in 
this year, 1959, we project it down to nine-tenths of a mill, and this 
projection here will show the relationship between our estimates and 
the actual at the present time. 

Senator Monroney, What percent of your mail load is between the 
airport and the Los Angeles post office / 

Mr. Betrnn. I could furnish that figure. but I would tell you this 
as an estimate, that it is approximately—it is quite high. However, 
they are all running heavy. I wanted to continue for a moment on 
passenger operations. We have instituted passenger service to Long 
Beach but we had to do that on the basis of additional schedules be- 
cause the mail and express schedules going through there were full. 
We have the same problem on the other part of the route structure, so 
it has been necessary for us to redesign the interiors of the helicopters 
so that they are convertible. 

For example, in the morning the connections we make with the air 
liners at the airport, we dispatch outbound mail out to the perimeter 
of this route at which time the helicopter becomes almost unloaded with 
mail. Then we begin picking up passengers inbound, and similarly 
in the evening when the passenger flow and mail flow again occurs, 
so that we carry mail outbound, that is to connect with outbound air 
liners, and we bring passengers back inland from airliners which have 
arrived in Los Angeles from their flights across from the east through 
the day, so our prospects for load factor on a comparative basis we 
believe, as a long-term premise, will be higher than the national aver 
age which again is another disparaging attitude toward the local ai 
carriers, because we do have to enjoy a higher load factor, because a 
helicopter inherently costs more to run. But the prospect of carry 
ing full loads of passengers in one direction, and full loads of mail in 
the other direction over a circuitous route is one of the most optimistic 
or most encouraging aspects of our type of business, and that, of 
course, is fundamental to the operation of a service in a highly dense 
and populated area such as we have. But we are very concerned, Mr. 
Chairman, about any legislation that would set us aside, because no 
one in our company—we have over a quarter of a million of risk 
capital invested, and all of our local people—if, for example, Southwest 
or Bonanza were to be given permanent certificates, and in both cases 
they have schedules and routes through our territory, we will be placed 
at a comparative disadvantage. There are those who have said that 
perhaps that would be a natural way for the larger locals to absorb the 
helicopter operators. Someone has suggested that. | hope we do not 
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have to look for that as a result of all of our pioneering. But cer- 
tainly it has a marked effect upon us when we go into these many 
cities which have been gracious enough to furnish us with heliports at 
no cost, for example, and the many other things that are part of the 
public relations program of a carrier. 

Senator Monroney. How long have you been operating? 

Mr. Bevrnn. Since 1947. 

Senator Monroney. Could you give us the percentage of your rev- 
enue both outside of Government and governmental for those years 
as between airport to Los Angeles post office and then compare -d with 
the rest of your operations? I think you would be expecting us to 
do the impossible, Mr. Belinn, if you would expect us to try to get 
permanent certification included in this bill for any company that 
began in November of last year flying passengers. I would not try 
to “get the bill through the Congress with that lack of testing and 
proven feasibility that we have h: id so far under your helicopters. We 
have had airport to Miami Beach helicopter operations. We have 
had strictly an airmail service from Chicago Airport to downtown, 
no passengers. We have had a few passengers, but not many, in the 
LaGuardia-Idlewild-Newark area, and a few to Trenton. And I per- 
sonally do not feel that we are in a position to certificate permanently, 
at least as far as the junior Senator from Oklahoma is concerned, 
passenger service. When you talk about airmail that is a different 
thing, but we are talking about certific ated passenger lines primarily. 
I just do not think you have the experience yet in ‘that to justify ask- 
ing the Senate to accept on the same basis for permanent certification 
those who have been engaged in this service. 

Mr. Betinn. Well, Lam very interested in your position. Of course, 
I thought you had given me the complete green light on it this morn- 
ing in your discussion about the grandfather rights that were given 
the airlines in.1938. 

Senator Monroney. After all, the grandfather rights of the airlines 
in 1938 had been passenger and mail and air express service since about 
1930. 

Mr. Betinn. But their load factor or any of their economic justifi- 
cation—I was engaged in them at that time, did not compare with this. 

Senator Monroney. Perhaps not as to your bulk carriage of com- 
modities, but as to the carriage of people, even with a 50-percent load 
factor in a 7-place plane we are not approaching the normal test that 
the Civil Aeronautics Board has put up against the regular feeder air- 
lines, and which Congress put against the regular trunk lines in 1938. 

Mr. Bretinn. Please believe me, I am not a bit backward about fur- 
nishing information, and I am absolutely certain that by the time the 
snow flies again we will probably have 65 percent of the cities on this 
pattern carrying passengers, and I am not particularly concerned about 
the figures we will be able to give you at that time. 

Senator Monroney. We think there is a very great need for heli- 
copters and we are glad to have that information. We think they 
should be brought along as fast as they can. Still Iam not ready to go 
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to the Senate on the basis of as much experience as we have had in the 
past on helicopters and ask them for permanent certification as we are 
proposing to do on this bill on the feeder lines who have carried mil 
lions of passengers in the last 6 or 8 years. 

Mr. Berinn. W a we recognize that as one of our problems. 

Senator Monron And we are not trying to do a disservice to you 
in exclusion, but irs sic the philosophy, if I have anything to say 
about it, will be so drawn that we make ourselves clear that in the 
grandfather clause we are talking about those that have gone through 
2, sometimes 3 renewals and have flown route patterns with passengers 
over a considerable period of time. I just do not feel that we can do 
otherwise or we could distort the whole aviation picture that we are 
seeking to focus in this bill. 

Did you have any questions ¢ 

Senator Bisie. I have no questions, thank you. 

Senator Monroney. Do you, Senator Se ‘hoe sppel ? 

Senator Scnorrren. No, [do not believe Ido. It is most interesting. 
I would be interested if you would furnish information, some of this 
statistical data and give us some additional matters to figure in with 
your own operations there as was suggested by the gentleman who 
appeared yesterday from up in the New York area. 

Mr. Betann. Yes; we will develop those figures and get them back 
for the record here. We wanted the opportunity for this presentation 
for whatever benefit this information can be to your committee, so we 
would not be derelict in our jobs and we certainly trust that you will 
give it every consideration. 

(The figures are as follows :) 


Analysis 
[Dollars in thousands] 


Service mail 


Name of carrier | 
pay 


| 
| Subsidy Total 


Piedmont ‘ $78 | $2, 011 $2 
Pioneer _ _. 78 » 295 
Frontier 6 2, 780 
Mohawk 31 , 020 
Southwest. __- 65 , 041 
Allegheny 101 , 781 
Bonanza \ 34 922 
North Central. .-- 2, 294 
Ozark 6 , 881 
Southern j , 900 
Trans-Texas. -- j | § 2, 636 
West Coast. __- i ‘ 6 , 765 
Central , 2 , 797 


Lake Central : & , 509 


Tetel.... , 24! 24, 632 

Los Angeles Airways : 684 
Subsidy versus gross revenues (1954 actual) 
Subsidy versus gross revenues (1955 esti- 


Source: Service Mail Pay and Subsidy meet: Civil Aeronautics Board, February 1955. 
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Los ANGELES AIRWAYS, INC. 


FACT SHEEI 


LAA lays claim to many distinctions which could be quite properly reviewed 
at this 7-year period of its history. We choose to term it “The seventh inning.” 

1. It was the world’s first scheduled helicopter service and the first to be 
certificated by the CAB, initially, and the first to be renewed. On both occasions, 
it had the unqualified support of all governmental departments, which include 
military, PO, CAA, CAB, as well as the enthusiastic support of all the cities it 
serves. 

» LAA is the sole author of the metropolitan system and of most of the present 
day accepted standards and concepts of utilization of helicopters. 

3. It was the world’s first to receive authorization from the CAA for the opera- 
tion of rotor-wing aircraft on schedule, and 

(a) Authority for instrument flying by helicopter. 

(b) Night operation of helicopter. 

(@) Rooftop operation. 

{. LAA is the author of the term, “heliport,” and of the concept of unrestricted 
operation utilizing unimproved public property as a ground facility ; thereby, 
lowering operating costs, and 

(a) To use Scotch-lite type reflectors as boundary lights. 

(b) To use railroad type of fusee as an airway lighting and navigation aid. 

5. LAA is the sponsor and author of the metropolitan Communication system 
concept of aircraft-to-ground transmission of operating and safety information 
on its regular aircraft radio channels. 

6. LAA is the creator and has developed the true concept of interline field trans- 
fer exchange of mail and express as a connecting feeder to all trunklines. 

7. It was the world’s first to carry air express by helicopter. 
8. LAA was the first to sponsor and give preliminary engineering effect to 
commercial multiengine helicopter design. 

9. LAA has carried more airmail than all other combined helicopter opera- 
tors in the world. 

10. LAA invented and did the preliminary engineering work on the rocket 
thrust augmentation now know as ROR, which was recently successfully flown 
by the Marine Corps. 

11. LAA helicopters have the highest total time of any helicopters in existence, 
] 


f 


2. LAA was the first to prove that helicopters can attain a utilization factor 
comparable to fixed-wing aircraft. 


SIEMPRE PRIMERO * 


The Los Angeles helicopter operation is the world’s first full-scale scheduled 
helicopter mail service. During the past 3 years, it has necessarily been first 
in the pioneering and solving of many unique and vital problems and projects. 
It would be impossible and of little value to list them all. Nevertheless, for the 
record and posterity, some of the most controlling ones should be set down. 
Such a listing would indicate that Los Angeles Airways was first: 

1. To fully develop the art and technique of night flying for helicopter. 

2. To receive type certificate for night flying. 

3. To fully develop the art and technique of instrument flying by helicopter. 

4. To receive type certificate for instrument flying. 

5. To achieve scheduled operating dependability comparable with fixed-wing 
aircraft. 

3. To attain airmail ton-mile costs comparable with fixed-wing aircraft. 

7. To carry over 10 million pounds of airmail in its first 3 years. 

8. To commence operations on the originally announced date. 

9. To attain 4,000-hour life on the helicopter. 

To attain 1,000 hours between engine overhauls on helicopters. 

11. To attain 15,000 hours total fleet time in less than 3 years. 

12. To design and contract for complete rooftop passenger facilities. 

13. To develop and operate a complete system of heliports independent of 
public utilities such as lighting or other navigation aids. 

14. To initiate and develop the concept of municipally furnished heliports on 
a nominal cost basis, systemwide. 

15. To train military personnel. 


1'The official motto of Los Angeles Airways, Inc.,—Latin definition is ‘“‘Always First.” 
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Senator Monroney. The committee is very grateful to you for you 
revelation of the future plans and the success of past operations and 
we are very glad to have had the benefit of your testimony and appre- 
ciate your appearing here. 

Mr. Froerc. Mr. Chairman, if 1] may, without any reference to the 
relation between the helicopter operators and the proposed legislation, 
[ had — rable experience during my tenure as Assistant Secretary 
of the Navy for ir with the helicopter operators and I can say on the 
basis of experience that the Los Angeles Airways Co. deserves the 
highest praise for the contributions they have made for advancing the 
helicopter art. I never met Mr. Belinn until yesterday, but it gives me 
a great deal of personal pleasure to be able to say that the country and 
the aviation industry as a whole is greatly indebted to him and to his 
operation for moving the state of this art years forward. 

Senator Monronry. Thank you very much, Mr. Floberg, for that. 

(The prepared statement of Mr. Belinn is as follows :) 


STATEMENT BY C. M. BELINN, PRESIDENT, LOS ANGELES AIRWAYS, INC., IN COoN- 
NECTION WITH SENATE BILL 651 By SENATOR WARREN H. MAGNUSON 


My name is Clarence M. Belinn. I am president of Los Angeles Airways, Inc., 
a certificated air carrier conducting operations exclusively by helicopter and 
carrying mail, passengers, and express in the metropolitan Los Angeles area. 

As to my personal history, I have been engaged in aeronautics my entire adult 
life, commencing in the United States Army air service in 1925. After being 
discharged, I joined the world’s first air-coach type of operation, known as the 
Ludington Line, which operated between New York end Washington every hour 
on the hour. My duties were primarily in operations. When that company sold 
out to Eastern Air Lines, I moved on to take part in the formation of one of the 
first, if not the first, local airlines. This was in 1933, and the company is now 
known as Northeast Air Lines. Most of my duties there were developmental 
within the general framework of maintenance, operations, engineering, and pur- 
chasing. During the war, I served as director of the air transport division of 
Matson Navigation Co. and vice president of Hawaiian Air Lines until in 1944, 
when I resigned to concentrate on the formation of Los Angeles Airways, pri- 
marily for the purpose of providing true airline feeder service in southern 
California. 

The early history of our company was centered on a service pattern with routes 
essentially radial and short haul in nature. This was even before the availability 
of helicopters. Our original proposal to the Civil Aeronautics Board called for 
extending the airplane with a limousine ground service at approximately 30 air- 
ports, which would have given service to approximately 75 cities. The perimeter 
of our operation extended to San Diego on the south, Blythe on the ‘ait. and 
Santa Maria on the north. Our proposal was denied. 

Subsequently, we were granted in 1947 the world’s first scheduled helicopter 
authorization confined to the same metropolitan area, but with the perimeter 
being Santa Ana on the south, San Bernardino on the east, and San Fer nando on 
the north. 

Prior to the commencement of this operation, no appreciable criteria existed 
anywhere in the world covering the protracted and useful operation of the 
helicopters, so that, in effect, it was our responsibility to “write the book.” 

The certification of Los Angeles Airways was enthusiastically supported by the 
Post Office Department as well as the Armed Forces. To the best of my knowl- 
edge, this attitude has prevailed; and, as I stated on many occasions, this atti- 
tude of the sponsoring departments as well as the Civil Aeronautics Adminis- 
tration and the Civil Aeronautics Board has made our proposition reasonably 
tenable, even though it has not, by many standards, been much of a financial 
success. 

At the outset we carried airmail exclusively. We found it possible to over- 
come the surface traffic congestion and bottlenecks in our large and expanding 
metropolitan area with the result that airmail was kept moving continuously 
rather than piling up into peak loads. 
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I have brought along a large map (LA-1) of our system for your convenience. 
This illustrates our basic service pattern and is known as an area-type of cer 
tificate. There are several important highlights which I believe the committee 
should know. The first, and most important, I believe, is the so-called flight 
pattern—this means the pattern of carriage of our cargo in relation to the specific 
requirements. For example, at a large terminal area like Los Angeles (daily 
arrivals and departures), airlines which have left the east coast, beginning at 
the close of the business day until approximately midnight, arrive in Los Angeles 
between 3 and 7 a. m., roughly. These overnight flights carry very heavy mail 
and express loads. It is our job to make direct connections with these flights and 
carry the loads to the post office en route in time so that the mail can be on the 
street in the bags (or on the backs) of the first morning carriers. This extends 
to the extreme perimeter of our routes so that, in effect, cities like Riverside and 
San Bernardino get New York mail delivered to their homes or offices the follow- 
ing morning. This, of course, is extremely fine mail service and has resulted in 
a very great increase in the use of airmail. I also have some charts and figures 
(LA No. 2) on that in which I believe the committee will be interested. 

Another element of this service pattern which also is of great importance is 
that upon returning from these outlying cities, the helicopter carries passengers 
back in sufficient time to make connections with the outgoing eastbound airlines 
departing during what is known as the magic hour, this period being between 7 
and 10 a. m. in our area. I should emphasize that we have not been able to in- 
augurate the passenger feature to many communities yet on a revenue basis, but 
our tariff and other formalities are on file with the Civil Aeronautics Board at 
this time for the following cities: 


Anaheim/Fullerton San Bernardino 
North Hollywood Fontana 
Riverside Pomona 

Corona Santa Ana 
Ontario 


Stated differently, on our outlying segments, the mail and express travel in 
reverse to the passengers—from the standpoint of schedules—and it is, therefore, 
our hope to see a gradual and similar increase in the passenger business as we 
have experienced in the phenomenal rise of mail and express traffic since we 
started. 

Our next job takes place midday. During this period, helicopters again go 
out over the routes and clean up any leftovers from the morning’s operation, 
and begin moving the close-of-business traffic. At first we thought these schedules 
would be light, but again it is being illustrated that when good service is being 
rendered, people use it. So that, almost without exception, our midday flights 
are running full capacity. 

A third—and probably most important of all—operating period is in the eve- 
ning. This is when we commence moving our cargo outbound; that is to say, 
we reverse the procedure and begin carrying large quantities of mail and express, 
which has been collected at the close of business, in sufficient time to make direct 
connections with outbound airliners. The growth of this has also been phe- 
nomenal, indicated by the aggregate figures placing our company as one of the 
heaviest carriers in the country and perhaps in the world. 

Since commencement of our operation, we have carried about 35 million pounds 
of airmail, and it is estimated by the Post Office Department—and I believe it is 
a conservative estimate—that we expedite the mail in a minimum of 12 hours 
and in some eases as high as 48 hours. A very important point for everyone to 
recognize is that the helicopter does not achieve this merely by being faster than 
a truck nor overcoming a few local hurdles. It is primarily because the mail is 
placed on board the air carrier at the source; which, in effect, is an airline trans- 
mission belt. 3y cutting out and eliminating ground connections and other 
impediments, it is possible to keep the cargo moving continuously and in facili- 
tating the connections which were previously missed by oniy an hour or two. We 
know of cases where the mail and cargo has arrived at the other end about the 
time it previously left its point of origin. 

The cost of all of this to the Government is phenomenally low. We have 
prepared actual cost charts (LA number 3) on this, which I also have available. 
The best figures we can come up with indicate that the entire cost to the 
user of airmail as about 3 mills out of a regular airmail stamps of 6 cents. So 
that, all in all, from a performance viewpoint, I believe we have done a credit- 
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able job not only to the extent that we have justified our existing on a cur- 
rent basis, but much of the additional business we have developed has resulted 
in additional business for the Post Office Department, as well as the connecting 
airlines, which is an indirect but nevertheless definite offset to our expense 

I am referring to our primary function at this time, but as is well known, 
the Civil Aeronautics Act by direction of Congress places heavy emphasis on 
the national defense aspects of commercial air transportation. I believe that 
during the last world war we saw ample evidence of the wisdom of this far 
sighted policy When the act was drawn, originally, the practical application 
of retary wing aircraft was in fact only theory and not taken seriously enough 
to be an affirmative factor in promulgation of this legislation. Nevertheless, 
the all encompassing and overall terms and provisions of the act—to the best 
of my knowledge—contained nothing which tended to act restrictively when this 
completely new element of air transportation came along about 15 years after 
the act was drawn. This is of enormous importance in the contemplation 
of the legislation before the Congress at this time; because, certainly events 
which have taken place during the last few years have completely qualified 
the helicopter as an indispensable factor in our national defense. Moreover, 
the farsighted action of the Civil Aeronautics Board in certifying the three 
existing scheduled helicopter operators, in my judgment, will long stand as 
one of the great factors in carrying out its responsibility to Congress and the 
people. 

Virtually, from the time our company commenced operation, we have been on 
a formal as well as informal basis, a virtual headquarters for the development 
and dissemination of basic technical knowledge in the art of rotary wing opera- 
tion, maintenance, engineering, and related types of vital data. Many thousands 
of people have ridden our routes and exchanged down-to-earth information 
with our pilots, engineers, technicians, and management. Through this un- 
fettered exchange of information without redtape, we are positive that the 
cost to the Government of our operation, and perhaps even the others, has 
been completely paid back, if based alone on the increased utility and safety 
of operation in the rotary field by the military alone. 

We have many, many examples where their utility has been doubled and tripled 
by adopting methods of commercial users directly; and, of course, of even 
greater significance is the fact that the producers and manufacturers have had 
representatives permanently stationed at the operations headquarters for the 
prime purpose of assembling and transmitting on-the-spot relevant information 
to their home offices. IT have also compiled a list of some of the more important 
contributions which have been funneled through these channels (lA number 4) 

In addition to this, our own company has carried out several primary research 
and developmental projects which were calculated to meet our own particular 
needs, but wlhiech in the meantime were picked up by the military and other civil 
ian operators with a great deal of enthusiam and evident purposefulness. For 
exainple, we were the first to receive authorization from the Civil Aeronautics 
Administration for instrument operation of helicopters. This meant a very 
considerable amount of research and design work without the benefit of assistance 
or critera from any quarter. We have documented this: and, of course, the 
results have become available to everyone. We consider this a very important 
milestone. 

Another item of great importance was our research and development work 
in night flying by helicopter. We developed ways and means which are now 
accepted as industry standards and which resulted in great financial savings 
to everyone. We understand that some of the details of this, too. have been 
adopted by the military. I refer particularly to the use of “scotchlite” reflector 
material in lieu of helicopter boundary lighting, as well as the successful use 
of railroad fuses as a device for pinpoint navigation in congested areas at night. 
This, of course, is only a part of the story. 

Another item of great consequence was our development and the pioneering 
of operating helicopters from rooftops. We have, from the very beginning over 
a night and day period, operated from the rooftop of the Los Angeles Post Office 
This is a high-speed shuttle service which moves the mail between facility and 
airport with about the same amount of speed that it can be made available by 
the mail clerks and handled on the other end by the airlines. It affords direct 
connections to many airlines by means of field transfer by which we eliminate 
the intermediate handling and resultant delays. This saving in manpower alone 
is a very important factor in helicopter service and one which we feel should be 
given more credit than has been. I mean simply that it is difficult for large 
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postal centers to avoid peaks in manpower requirements. We 
many instances, there is an excess of personnel at some hours 
does not flow as evenly as they would like it. We understand 
the fact that the helicopter moves the mail at an earli 
smooth out their peaks and, so to say, fill in the valleys at 


either results in avoiding overtime or permits a lower labor | 


An additional item of great importance is an invention whi 
in our company and which is now being taken over complete 
This is known as the ROR means of supplementing thrust at the 
rotorcraft blades (LA No.5). This is a most phenomenal) gadget and places 
rocket principle in a very advantageous posture. We believe it will d iore 
advance the utility of helicopters in commercial as well as military fields thar 
any other approach. This is primarily because it provides a supplemental 
source of power when needed without all of the complications of adding one or 
more engines or driving units to the machine 

One more important item has been the activity of our company in training of 
military personnel. At the outbreak of hostilities in Korea, we made 2 signifi 
cant contributions to the use of helicopters in that area. The first was the 
training of instructors for what was termed as advanced technicians in operatio1 
of helicopters under extreme conditions. We are told that these officers 
most creditable job in passing this on to other helicopter pilots 
themselves, particularly in several highly classified but most import 
The second element of this program was the broad disseminat 
program in syllabus form to the Air Force, Marine Corps 
cost to them. I also have copies of this program available ( 

In concluding the highlights in relation to our itary it 
contributions. I would like to emphasize that it is most difficul 
company, such as ours, to receive the proper <¢ redit for this f 
and cooperation, but I believe the past results, and perhaps with 
emphasis on the potential results of this type of activity would 
good perspective if we may attach—and I believe we should 
recently read in a military journal. This journal is published 
department at Norton Air Force Base by the Air Force 

A recent issue featured the employment of helicopters by the 
particularly by the Air Force and among other factual observat 
therein was one which had particular appeal to us in commercial avi: 
effect of which was to call to the attention of all the pilots and oy] 
personnel in the military operation that despite the fact that the helicopter ha 
gained an enviable reputation as a rescue device, that its operation should not 
be regarded as a casual matter, and that it was highest on the list of accidents i 
the military statistics. This, of course, emphasized the need for improved tech 
niques in the operation and maintenance. We believe this to be so, but at 
same time feel that this points to the good record and accomplishments of 
mercial operators which have been almost without exception accident 
For example, the concerns operating in Chicago and New Yor) 
pletely devoid from major accidents; and, while o 
this fortunate, tl v | 
greater amount of flying we have done. We ar 
date we have never damaged any equipment in grou! * land 
during which time we have made approximately 50,000. | 
every conceivable weather condition i av and night operat 
lighted heliports of approximately 200 feet square, and most 
under conditions of very heavy loads and variables of all types 

There can be no question that the certificated helicopter oper: 
pletely justified their place in the commercial aviation pattern i 
To the best of my knowledge, no one has ever seriously asserted otherwise 
over, to the best of my knowledge, no one questions their place in the fut 
fact, we all feel that we have left behind us the speculative or wi 
period and that the future should be assuredly sound tv this I me: 
certificated metropolitan helicopter operators have earned an indispensable place 
in the transportation of cargo and mail over the past 7 years; and, presently 
are in the phase of pioneering the carrying of passengers on 
shorthaul basis. I am sure that too will be full of heartaches ; ird work 
but in the end will justify the effort. Finally, as a long-range matter, these same 
operations will take their place as the most effective and cheapest civil-defe 
standby which has ever been conceived and created 


ie accidents have been very limited 
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My principal concern before this committee is that despite all these undis- 
puted and recognized facts, for all practical purposes there is a distinction 
between helicopters and fixed wing operators insofar as treatment of their future 
is concerned. It is my understanding that the Civil Aeronautics Board has raised 
the question as to whether we would be entitled the same permanent certifica- 
tion as the 14 carriers would have received as a result of their reports made by 
the Conference of Local Airlines. 

By being virtually classed as an orphan group, the pioneering stockholders and 
employees who have conceived and developed this industry without the benefit 
of profit in any case, the question has arisen as to whether or not all fixed wing 
local airlines are good and all helicopter airlines are bad. If this is the case, 
what is it premised on, and where do we go from here? This becomes a very' 
severe situation when you realize that perhaps more risk dollars are involved 
in the three helicopter operations than in all the local airlines combined. Stated 
differently—and I believe I can say this without fair contradiction—that the 
majority of the local airlines were able to purchase depreciated war-surplus air- 
craft on an extremely favorable basis. In addition to this, in many cases, the 
cash itself was residue of wartime training contracts of one sort or another 
which had been predicated on Government advance or debt capital. Also, most 
of the other facilities were in being, such as airports, hangars, and other hard- 
ware. In referring to these favorable factors, I do not in any way deplore that 
they found themselves able to take advantage of these benefits even though some 
of them could be viewed as a collateral subsidy. 

Now, on the other hand, the helicopter operators entered business on a 
flimsy, temporary certificate—our own was of 3 years’ duration and without 
any prior concept of the art or any criteria upon which to fall back. It was 
necessary to raise large amounts of pure risk capital. In our own case, we put 
a quarter of a million dollars in the bank, which was used entirely to pay for 
our capital plant in the form of new aircraft and specialized machinery at very 
substantial prices. In addition, it was necessary to convince the banks that 
we were sufficiently stable as a borrower of working capital to justify their 
very tight borrowing policies. On top of this, we had no assurance whether it 
would be possible to keep the aircraft in the air with sufficient regularity so 
that our sole source of revenue. the Post Office Department, would retain the 
schedules. In my own operation, there have been many days when none of our 
aircraft were flyable because of mechanical troubles which had never come to the 
surface before, even though the military had given them—at least theoretically— 
a very considerable amount of testing. 

This has been most disconcerting of itself; but, in addition—to the best of my 
knowledge—no stockholder has ever received any dividend or any return on 
his investment (the total invested capital, I believe, in the 3 existing opera- 
tions exceeds $3 million). In my own company some stockholders have had 
this capital tied up for almost 10 years, during which we have had a strong 
and rising national economy and one in which, without question, this capital 
could have been put to very much better use. 
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In order to be specific, I believe the record should contain precisely what 
the earnings of Los Angeles Airways have been since we commenced operation, 
as referred to in the following table: 


Per mail rate 


May 1944 through December 1950___----~- : $18, 288, 02 
January 1951 through Apr. 10, 1952____~- oan : Z * 46, 605. 71 
April 11, 1952, through Sept. 30, 1953______-__- oa siete 37, 204. 54 
October 1953 through June 30, 1954 . eae oie $2, 893. 22 


Total ole a Ea , a ais a __ 184, 986. 49 
1 Includes insurance recovery on equipment losses. 


After our original 3-year certification expired, we appeared before the Civil 
Aeronautics Board at our own expense in an application for the renewal of our 
certificate. A very great portion of these types of costs pertaining to the 
original and subsequent renewal certifications are arbitrarily disallowed for 
ratemaking purposes, the theory being that they should be borne by the stock 
holders, This theory is fine providing the stockholders are receiving earnings; 
but, certainly, it is difficult to retain the stockholder’s enthusiasm when he is 
placed in the position of receiving no earnings and then having to pay for 
something which is strictly a pioneering job and which becomes public domain 
at large if it is successful and if it is not successful, he holds the bag. 

Under these conditions, it would appear that the helicopter operators should 
be entitled to at least the same treatment as are the fixed-wing carriers. I 
can and would be glad to cite many other collateral and very disconcerting 
effects of being placed in a distinct category, comparably speaking, certainly not 
the least of which would be the relative position of the metropolitan helicopter 
operator with the local air carrier within the same area. If one has an advan- 
tage of permanency in his certificate over the other (and it doesn’t matter 
which way), then I can see a situation where the one without the benefit 
of permanency would be vulnerable toward absorption by the other, to say 
nothing of dominance in the field of public reaction, public relations, sales 
promotion, and many other grassroot day-to-day realities. 

To the best of my knowledge, the helicopter operators have not proposed that 
they be made permanent, and as I understand it, there are a number of reasons 
for this (and again I do not imply that I speak for the group). But, speaking 
strictly from the viewpoint of my own company, I am certain that we have 
justified every consideration which would be applicable upon the local or tempo- 
rary airline effort as a whole. Moreover, there is a serious question in my 
mind whether or not I can properly recommend to my stockholders that we 
should entertain considering any future temporary lease on life. I believe we 
have served our purpose. We have gone through one 3-year temporary certifi- 
cation and are about to conclude an additional 5-year period. Our certificate 
expires in 1956. Before we move into the third stage of our enterprise, it will 
be necessary for us to make long-range plans and commitments as to aircraft, 
ground facilities, and organization, including capital. These acts will be simply 
normal business approach to a fantastically complicated problem, one which 
deserves high-level treatment and which I cannot at this time properly present 
to those who are behind me if I am facing built-in legislative disadvantages 
implied or otherwise. 
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The Cuamman. I would like to make the following statements, 
letters, and telegrams a part of the hearings. 
(Statement, letters, and telegrams are as follows:) 


STATEMENT OF REPRESENTATIVE PETER F. MACK, JR., OF ILLINOIS 


Mr. Chairman, I am very much interested in the legislation you have before 
you for consideration as I have had an opportunity to observe the operation of 
a local-service airline in my area. As a Representative in Congress, I maintain 
ny principal office in Springfield, 11., the capital city. I am also an active avia 
tor, holding a valid commercial license in single and multi-engine aircraft with 
various ratings. 

I consider it a special privilege to support this legislation being considered by) 
your committee today as we now have 2O flights each day through our Spring 
field terminal, inade by a very successful local-service airline. This is very valu 
able service to the residents of the capital city as if enables the individuals, or 
ganizations and business firms to expedite their mail, freight and persona! 
portation. This airline service has been a real asset to this community, 
as the other downstate cities and towns served by this airline. Illinois is a huge 
agriculture and industrial area stretching 400 miles from north to south and 
250 miles from east to west. I find the local-service carriers very convenient to 
me in traveling over this area in carrying out my official duties. I fully realize 
that it is even more valuable to our citizens, especially the businessmen who are 
limited on time when conducting their business throughout the State. In my 
opinion, this local air service, which was established less than 5 years ago, has 
sreatly improved the ability of all of us in Illinois to carry out our duties in 
government or in private business. 

Mr. Chairman, [| would view with the greatest alarm, and so would my con 
stituents, any suggestion that the local air service in our area is no more than 
temporary. We believe in my district that the soundness of the concept of local 
air transportation has been abundantly proved and its permanency demonstrated 
to be essential 


as 


> 


It seems to me that the initial 3-year experimental and temporary certification 
period should be enough to prove the fitness, willingness and ability of the in- 
dividual carriers to perform the service in question in their respective regions. 
It seems to me also that requiring recurrent temporary certifications is expensive, 
unnecessary and inefficient harassment of the carriers and I believe that per- 
manent certification of all of them by legislative action in this session of the 
Congress is imperative. 


STATEMENT OF Dr. Roperr B. Stewart, CHAIRMAN OF THE BOARD AND PRESIDENT 
OF LAKE CENTRAL AIRLINES 


This is a statement prepared for the consideration of congressional com- 
mittees conducting hearings regarding certification of local service airlines. 

My name is Robert B. Stewart. For the past 2 years, I have served as Presi- 
dent of Lake Central Airlines under a trusteeship established by and subject 
to the approval of the Civil Aeronautics Board. I am also vice president and 
treasurer of Purdue University, the land-grant college of the State of Indiana. 
In this capacity, I have responsibility for the management and investment of 
university funds and trusts. I am also secretary-treasuer of the Purdue Re- 
search Foundation and in this capacity have the responsibility for the manage- 
ment and investment of foundation funds. At one time, the foundation was 
owner of the now-liquidated Mid-West Airlines. I was secretary-treasurer of 
Mid-West Airlines during the period of foundation ownership and directed 
liquidation of the airline. The foundation has more recently financed North 
Central Airlines to the extent of $1 million on equipment loans. That airline 
has also had severe difficulty with its equity financing of which our foundation 
refused any part. In connection with my work as treasurer of Purdue 
University and the Purdue Research Foundation, it is also necessary for me to 
horrow large suins of money on long-term bonds or through banks and mortgage 
agencies. 

I am also vice president and a member of the executive and of the investment 
committees of the Standard Life Insurance (Co. of Indiana and thus share in 
the responsibility for the investment of several million dollars annually in 
securities appropriate in Indiana. 
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With the foregoing background of responsibility and experience in the in- 
vestment of many million dollars in securities and with the responsibility for 
both public and private investment, I am testifying that one of the most dif- 
ficult problems facing the local service airlines is the uncertain tenure of their 
certificates. It is almost, if not entirely, impossible to interest any semblance of 
sound business interests, either individuals or groups, in local service airlines 
equity financing. It is known to be an engineering fact that until these airlines 
can approach a 60-percent load factor, it is necessary for them to be paid extra 
amounts to enable them to perform the service imposed by the Federal Gov- 
ernment for transportation and adequate communication between our peoples. 
It is being demonstrated that it will be several years before self-sufficiency is 
reached but the pattern is favorable and is similar to the history of the now 
essential and successful trunk carriers. 

In connection with this problem, it is the considered judgment of those 
who have studied the Lake Central operations with me that it will take us at 
least 6 or 8 years to fest out and properly realine the local service routes 
of the airline in its allotted territory—Indiana, Ohio, Michigan—in such a 
manner as to permit a self-sufficient operation. Our experience in approaching 
businessmen and others located in the several cities on our routes indicates 
that the first requirement placed by these men upon making an investment in an 
airline to serve their own cities would be a certificate of sufficient duration so 
as to permit honest and competent management to develop the route structure 
and tariff necessary to allow self-sufficiency. Businessmen in our territory are 
frank to admit that local service type of scheduled air carrier is most important 
to the maintenance of their business contacts in this air age. Yet they demand, 
for equity finance purposes, a charter which will provide the time needed to 
perfect the service they require. 

We consider it essential therefore that the Federal Government provide for the 
development of the local service airlines system in such manner as to meet the 
needs of our local communities. In order to sustain the general economic welfare 
of our territory as well as to meet the defense requirements of the Nation, it is 
essential that the smaller, satellite cities around the large trunk terminal centers 
should be linked with air service. To this extent, therefore, the Federal Govern- 
ment should consider payments to the airlines as, in effect, subsidies to the local 
communities; the airlines in turn should look to the local communities for 
sufficient equity capital to meet the basic needs of equipment and operating 
personnel to provide the necessary service. 

Important businessmen in the smaller cities served by our airline have assured 
me in various ways that they will participate in this problem to meet the needs 
of our communities as well as to help attain the self-sufficiency of the airlines 
desired by the Civil Aeronautics Board provided the airlines are granted a 
certificate long enough to permit them to carry out the development of their 
business in accordance with the traffic forecasts. This means, for example, that 
we would have an immediate certificate for not less than 10 years. Under present 
conditions, it appears that it will be approximately 2 years before a decision 
ean be made relative to any renewal of our certificate or relative to the term 
of our certificate. This means that during the interim, it is impossible to 
actually secure equity capital although we have promises for the provision of 
eapital if a certificate of sufficient length is provided. During this interval, 
therefore, only genius can so motivate a competent staff and secure such capital 
as will hold the airline together, let alone properly develop business. Yet our 
energies should be freed from the present uncertain, seemingly unlimited, and 
time-consuming hearings in Washington so this development can take place. We 
must be freed from damnation, then, for not developing business so that our 
efforts can be more concentrated on that task. 

I am certain that the circumstances surrounding other local service carriers 
bear up my own experience which, in turn, is buttressed by the attitudes with 
which I deal in connection with the investment and use of many millions of 
dollars in business enterprises. It is to break this impasse that I have concluded 
it to be important that the Congress authorize the immediate permanent certifica- 
tion of the local service airlines within their respective areas, particularly if 
the routes themselves are not thereby frozen and the Civil Aeronautics Board, 
in conjunction with the respective carriers, can continue to study the realinement 
of route patterns and the rate structure based upon the variable growth of traffic. 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 249 


_- 


SEATTLE, WASH., February 9, 1955 
Senator W. G. MAGNUSON, 
United States Senate, Washington, D.C. 

DEAR SENATOR MAGNUSON: I am taking this opportunity to thank you for your 
efforts and good work relative to 8. 651, bill for permanent certification of local 
service airlines. 

This fine service in the Pacific Northwest should continue but on a permanent 
basis to aid the buildup of this growing section. Businessmen need this service 
to continue. 

Keep up the good work. 

Very truly yours, 
Davin R. Baru. 


GRIFFIN GROCERY Co., 
Muskogee, Okla., February 17, 1955. 
Hon. MIKE MONRONEY, 
Chairman, Subcommittee on Aviation, 
Senate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MONRONEY: I am writing you in regard to Senate bill 651 
introduced on January 1 by Senator Magnuson having to do with permanent 
certification of local service airlines. 

We depend in our business a great deal upon the airlines of this country for 
freight, mail, and passenger service. There are only two cities in Oklahoma with 
trunkline service. There are only two cities in Oklahoma that justify trunkline 
service from the volume standpoint. The service we have received since Central 
Airline took over servicing Muskogee has been far superior to that of trunklines 
serving us previously. For example, we only had 4 flights at the most at any 
time on the trunklines, and today we have 8 from Central. That gives us 3 or 4 
times better airmail and air-express service. The cooperation of Central Airlines 
and the trunklines enables us to make a much better connection for distant 
passenger service. 

I am positive that the CAB in its farsighted wisdom in creating local service 
airlines will someday prove it to have been one of the soundest decisions made. 
All one has to do is look at the record of the tonnage and passengers that the 
local airlines were moving when they were first in business as compared with 
what they are moving today. I sincerely hope and I am looking forward to the 
day when surface mail will be moved by air. That’s just as sure to come as the 
sun comes over the hill. When that time comes, local service airlines are going 
to mean just as much to a city as good highways or a railroad. 

I don’t see how, though, that local service airlines can ever attract sufficient 
capital or progress as they inevitably must progress without permanent certi- 
fication. Certainly no one wants to risk capital in an airline that may have its 
certificate canceled on short notice. Neither can such an airline attract proper 
personnel or have the enthusiasm of building itself that it would have if perma- 
nent certification would be issued. 

Now a word about Central Airlines. We have had service from Central for 
approximately 2 years. I don’t believe that the passenger service can be equaled 
by any airline, the courtesy, the enthusiasm, the manner in which passengers 
are handled on the airline. They are as cooperative a group of people as you 
can find anywhere, and if they are given an opportunity to grow they will 
certainly someday be a large and profitable operation. 

Most so-called trunkline airlines have stated and proved that they cannot 
service communities in Oklahoma outside of Tulsa and Oklahoma City economi- 
cally, and they are unwilling to service any other communities for any length of 
time. Well then, are the rest of the smaller cities in Oklahoma who justify 
airline service to a smaller extent than the trunklines can provide economically 
going to do without? No, they are now being served by Central. 3ut these 
smaller communities are being served only on a year-to-year basis under the 
present plan of certification. Don’t you think that these smaller communities 
need the same security of airline service as the larger communities have? 
No permanent facilites, promotion, or advertising can be developed under the 
present plan of certification. The only answer to the quesvion is permanent 
certification of Central Airlines. 
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Anything that you can do to help get Central a permanent certificate, I think 
would be of great service to the public of the State of Oklahoma. I am sure 
that our confidence in Central will never be betrayed. I am giving Fred Boston 
of Enid permission to introduce this letter into the record. 

Sincerely yours, 
JAMES C,. LEAKE. 


. 


THE WICHITA CHAMBER OF COMMERCE, 
Wichita, Kans., February 21, 1955. 
SURCOM MITTEE OF THE UNITED STATES SENATE, INTERSTATE AND FOREIGN COMMERC! 
(OM MITTEE, 

GENTLEMEN: I am Max H. Miller, chairman of the aviation committee of the 
Wichita Chamber of Commerce. As a representative of that body, I am here in 
support of Senate bill 651 introduced by Senator Warren G. Magnuson, of the 
State of Washington, on January 21, 1955. 

Wichita, Kans., is served by two local service airlines. Central Airlines ties 
us in with our trade area in northern Oklahoma, and Ozark Air Lines connects 
us with our trade area in southeast Kansas and southwestern Missouri. 

The major industrial user of this service is our billion-dollar aircraft industry 
in reaching suppliers and subcontractors located in our satellite cities. To them 
and to our citizens in general, the continued existence of these local service 
airlines is very vital. ‘T’wice in the past few years we have appeared in renewal 
cases for Central and Ozark in a successful effort to retain what we have. Again, 
early next vear, we will be facing another such proceeding when Central comes 
up for its second renewal proceeding. 

Instead of expending our efforts in repeated appearances to prove that we need 
what we have, we believe that we should be concentrating on additional local 
services we need to the north and west. After all, Wichita now ranks 56th in 
passengers generated among the 586 United States cities receiving scheduled 
airline service. With such a record it should be reasonably obvious that we are 
doing our part to support the services we have, and will likewise support new 
services as they are provided. 

As businessmen the members of the Wichita Chamber of Commerce are aware 
of the burden that is placed upon local service airlines who are having to operate 
under the handicap of a tentative future whose fate must hang in the balance 
each few years. These companies have proven their value to us. We have 
proven our need for them—four separate times before the Civil Aeronautics 
Board and daily in our use of these services. Now we would like to know that 
these lines are permanently with us. It is the type of thing that is vital to our 
businessmen in planning locations of branch plants and branch offices. These 
men cannot afford to invest in expensive facilities in our territory unless they 
know that the best transportation facilities now available will continue to be 
available and not subject to the changing moods of a remote five-man Civil 
Aeronautics Board. 

We urge that you grant these local service airlines permanent tenure that can 
assure them and assure us that a secure future awaits us both. 

Respectfully submitted, 
MAX H. MILLER, 
Chairman, Aviation Committee. 


AMERICAN FEDERATION OF LABOR, 
Washington, D. C., February 25, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D. C. 

DEAR CHAIRMAN MAGNUSON: It will be appreciated if this letter is inserted 
in the proceedings on 8. 651, your own bill to amend section 401 (e) (2) of the 
Civil Aeronautics Act as amended. 

We gladly support the position taken by those of our unions who are in the 
aviation field and who ask for enactment of S. 651, which appears to recognize 
the need in a free economy for encouragement and stimulation of smaller seg- 
ments of industry wherever to be found. 

As we view the circumstances, encouragement would be given through S. 651 
to feeder or local service air carriers through issuance of permanent certificates 
rather than to incur the heavy expenses periodically of renewal of certificates 


mre 
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for those lines which are ready, willing, and able to meet their assumed obliga 
tions to portions of the population needing and desiring the facilities afforded 
by such carriers. 

We believe ample substantiation can be had in the form of examples in sup- 
port of the value of service rendered to mail patrons, express, freight, and 
passengers. 

1 am not qualifying as a technical witness in this regard, but I do believe 
the present statement will find some value in any reference your committee finds 
useful in its deliberation and conclusion. 

Sincerely, 
GEORGE DTD. RILey, 
Vember, National Legislative Committee. 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
February 22, 1955. 
Hon. A. 8S. Mike MONRONEY, 
Chairman, Subcommittee on Aviation, 
United States Senate, Washington, D.C. 

DEAR Mr. CHAIRMAN: There is considerable interest in Missouri in the two 
bills introduced by you and Senator Magnuson, S. 1081 and S. 651, which would 
provide permanent certificates for local service air carriers. 

Having used these carriers frequently, I know they are performing a much- 
needed service in Missouri, providing air transportation not furnished by other 
carriers. 

Therefore, I hope that legislation can be adopted in this session, which will 
give greater stability to this important segment of the aviation industry. 

Sincerely, 
STUART SYMINGTON. 





MOULTRIE CHAMBER OF COMMERCE, 
Moultrie, Ga., February 24, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C 

Dear SENATOR MAGNUSON: For the past 5 years Moultrie has been blessed 
with airline service. We are served by Southern Airways, as a feeder line. 
It is our desire that this service continue for we have found that air service is 
essential to our present and future economic growth. 

The granting of permanent certificates to local service airlines would assure 
this, and other communities, of continued air service. 

We respectfully urge that your committee report favorably on 8S. 651 and 
urge its enactment into law. 

Southern Airways has made remarkable strides since its inaugural flight 
some 5 years ago. This community has realized its value in many ways. Our 
industrial growth and possibilities have been strengthened by our statement 
that “we have air service.” Our businessmen have found that quick business 
trips, north and south, are possible with this service. Moultrie does not have 
rail passenger service. Without air service this community of 16,000 would 
depend solely on highway travel. 

From an economic and service standpoint we feel that favorable action for 
permanent certificates is justified. 

Very sincerely yours, 
Roy F. Zess, President 


OKLAHOMA City, OKLA., February 21, 1955 
FrED Boston, 
Statler Hotel, Washington, D. C.: 

Importance of local airline service emphasized by nearly every industrialist 
contacted on our three industrial tours. The permanent certification of local 
service carriers will be great asset to continued economic growth of this area 
On behalf of members and board of directors of this organization we wish 
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you success in urging permanent certification before Senate subcommittee so 
this area may continue to receive the valuable contribution being made by 
these carriers to the growth of Oklahoma and the Southwest. 
FRANK DELLER, 
Vanaging Director, Oklahoma Development Counci. 


Des Mornes, Iowa, March 7, 1955. 
Senator WARREN MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C.: 
Understand all hearings completed. Wish to express our support of S. 651 
outlining the permanent certification of local service airlines. 
NORBERT LOCKE, 
Director, Iowa Aeronautics Commission. 


JEFFERSON City, Mo., March 7, 1955. 
Senator WARREN MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

This office urges favorable action S. 651 presently before your committee which 
would give same permanent certificate of public convenience and necessity en- 
joyed by larger airlines to the local service airlines, which primarily serve our 
smaller cities. This office, charged by State law with promoting proper devel- 
opment of aeronautical resources of Missouri, has closely followed development 
of local air service. We are familiar with major problems of local service 
airlines many of which are created by lack of permanent certificates. We were 
party to Ozark Airline certificate renewal case, decided by CAB last year 
and are quite aware of tremendous cost of such renewal cases to Federal and 
State taxpayers, municipal taxpayers of cities served by the airline, as well as 
to the airlines themselves. Many of the other problems created by temporary 
certificates have no doubt been presented to your committee. S. 651 is definitely 


in public interest. I sincerely urge your committee recommend favorable action 
on this important legislation. 


LEE LAMAR, 
Chief, Aviation Section, Missouri Division of Resources and Development. 


SPRINGFIELD, ILL., February 17, 1955. 
Senator WARREN MAGNUSON, 
Chairman of Senate Interstate and Foreign Commerce Committee, 
Washington, D. C.: 
Urge favorable committee consideration of S. 651, concerning permanent cer- 
tification of local service airlines, scheduled for hearing Monday, February 21. 
A. E. ABNEY, 
Director, Department of Aeronautica. 


SPRINGFIELD, ILt., Febsewary 17, 1955 
Senator DovuGLas, 
Washington, D. C.: 

The Senate Interstate and Foreign Commerce Committee to hold hearings 
Monday morning, February 21, on S. 651 and section 17 of S. 308, on permanent 
certification of local service airlines, vital and much needed legislation on which 
you have our departments views from previous correspondence. Appreciate 
your support of measure and assistance in urging favorable committee action. 

A. E. ABNEY, 
Director, Department of Aeronautics. 
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that favorable action will result from the committee report. 
Sincerely yours, 
PAUL PATTERSON, Governor. 


STATE OF MISSISSIPPI, 
EXECUTIVE DEPARTMENT, 
Jackson, March 8, 1955. 
Senator WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Forcign Commerce Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MAGNUSON: I am writing this letter to urge favorable considera- 
tion by your committee of Senate bill 651, requiring permanent certification of 
local-service airlines, 

Mississippi has a great interest in the local-service carriers, and in Southern 
Airways in particular. At this time, 11 cities in the State have airline service. 
Of these 11 cities, Southern Airways serves 8. Of the cities served by Southern 
Airways, 6 receive their only airline service by a local-service carrier. 

The favorable passage of this legislation would save these local-service air- 
lines the expensive process of recertification every 8 to 5 years, allowing them to 
spend that time and money on the development of additional business. 

Your action to assure passage of this important legislation would be most 
appreciated. 


Sincerely, 
Hucu WHITE, Governor. 





STATE OF SouTH CAROLINA, 
EXECUTIVE OFFICE, 
Columbia, March 2, 1955. 
Senator WARREN G. MAGNUSON, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR MAGNUSON: I would like to express my interest in the passage 
of Senate bill 651, which would permit the Civil Aeronautics Board to grant local 
carriers a certificate to operate permanently over their routes. 
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you success in urging permanent certification before Senate subcommittee so 
this area may continue to receive the valuable contribution being made by 
these carriers to the growth of Oklahoma and the Southwest. 
FRANK DELLER, 
Vanaging Director, Oklahoma Development Council. 


Des Mornes, Iowa, March 7, 1955. 
Senator WARREN MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D. C.: 
Understand all hearings completed. Wish to express our support of 8. 651 
outlining the permanent certification of local service airlines. 
NORBERT LOCKE, 
Director, Iowa Aeronautics Commission. 


—_——— 


JEFFERSON City, Mo., March 7, 1955. 
Senator WARREN MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

This office urges favorable action S. 651 presently before your committee which 
would give same permanent certificate of public convenience and necessity en- 
joyed by larger airlines to the local service airlines, which primarily serve our 
smaller cities, This office, charged by State law with promoting proper devel- 
opment of aeronautical resources of Missouri, has closely followed development 
of local air service. We are familiar with major problems of local service 
airlines many of which are created by lack of permanent certificates. We were 
party to Ozark Airline certificate renewal case, decided by CAB last year 
and are quite aware of tremendous cost of such renewal cases to Federal and 
State taxpayers, municipal taxpayers of cities served by the airline, as well as 
to the airlines themselves. Many of the other problems created by temporary 
certificates have no doubt been presented to your committee. SS. 651 is definitely 


in public interest. I sincerely urge your committee recommend favorable action 
on this important legislation. 


LEE LAMAR, 
Chief, Aviation Section, Missouri Division of Resources and Development. 


SPRINGFIELD, ILu., February 17, 1955. 
Senator WARREN MAGNUSON, 
Chairman of Senate Interstate and Foreign Commerce Committee, 
Washington, D. C.: 
Urge favorable committee consideration of S. 651, concerning permanent cer- 
tification of local service airlines, scheduled for hearing Monday, February 21. 
A. E, ABNEY, 
Director, Department of Aeronautics. 


SPRINGFIELD, ILx., February 17, 1955 
Senator DOUGLAS, 
Washington, D. C.: 

The Senate Interstate and Foreign Commerce Committee to hold hearings 
Monday morning, February 21, on S. 651 and section 17 of S. 308, on permanent 
certification of local service airlines, vital and much needed legislation on which 
you have our departments views from previous correspondence. Appreciate 
your support of measure and assistance in urging favorable committee action. 

A. E. ABNEY, 
Director, Department of Aeronautics. 
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Hon. WARREN MAGNUSON, 
Chairman, Senate Intersta 
Washington, D. ¢ 

Drar SENATOR MAGNUSON: It h ‘ome mv attention ag 
is being considered by Congress regardit | ithorization 
manent certification to feeder airlines. During the last session 
was in Washington when similar legislation passed the House 
and later became stalled in the Senate 

The purpos f this lette to endo tit if perma 
the basis of the service rendered to the people of Oregon as well as to permit 
adequate financing of said feeder lines. This latter point is exceedingly difficult 
due to the 3-vear periods for which certificates have been issued in the past. I 
am informed that the hearings in the House have been concluded, and I trust 
that favorable action will result from the committee report. 

Sincerely yours, 
PAUL PATTERSON, Governor. 


STATE OF MISSISSIPPI, 
EXECUTIVE DEPARTMENT, 
Jackson, March 8, 1955. 
Senator WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MAGNUSON: I am writing this letter to urge favorable considera- 
tion by your committee of Senate bill 651, requiring permanent certification of 
local-service airlines. 

Mississippi has a great interest in the local-service carriers, and in Southern 
Airways in particular. At this time, 11 cities in the State have airline service. 
Of these 11 cities, Southern Airways serves 8. Of the cities served by Southern 
Airways, 6 receive their only airline service by a local-service carrier. 

The favorable passage of this legislation would save these local-service air- 
lines the expensive process of recertification every 3 to 5 years, allowing them to 
spend that time and money on the development of additional business. 

Your action to assure passage of this important legislation would be most 
appreciated. 

Sincerely, 
Huen WHITE, Governor. 


STATE OF SoutH CAROLINA, 
EXECUTIVE OFFICE, 
Columbia, March 2, 1956. 
Senator WARREN G. MAGNUSON, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR MAGNUSON: I would like to express my interest in the passage 
of Senate bill 651, which would permit the Civil Aeronautics Board to grant local 
carriers a certificate to operate permanently over their routes. 
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Such legislation would be beneficial to our people and our small airlines operat- 
ing in South Carolina and would render important service in persuading the car- 
riers to establish new routes. 

I believe that the CAB could continue its control of the airlines under the per- 
manent certificates as easily as the 5-year certificates. I am sure the bill will 
receive favorable consideration by your committee, but I wanted to let you know 
of my interest in it. 

With best wishes to you, Iam 
Sincerely yours, 
GEORGE BELL TIMMERMAN, Jr. 


STATE OF GEORGIA, 
EXECUTIVE DEPARTMENT, 
(tlanta, March 1, 1955. 
Hon. WARREN G. MAGNUSON 
Chairman, Senate Interstate and Foreign Commerce Conmittee, 
Washington, D.C. 

DEAR Sin: Southern Airways, Inc., the local-service airline serving Georgia 
and seven other southeastern States, is rendering a most valuable service to our 
entire area. Were it not for the service of Southern Airways, many of our 
smaller communities would be virtually isolated. I wish to thank you for in- 
troducing 8. 651, which would give Southern Airways and the other local carriers 
permanent operating rights. 

I hope that this legislation can be promptly reported out of committee and 
enacted into law. 

Respectfully yours, 
MARVIN GRIFFIN. 


WASHINGTON STATE AERONAUTICS COMMISSION, 
Olympia, Wash., March 4, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Commerce Committee, United States Senate, 
Congress of the United States of America, Washington, D.C. 

DEAR SENATOR MAGNUSON: It is respectfully urged that the Senate Commerce 
Committee give favorable consideration to permanent certification of local-service 
airlines in general and for our area in particular for the following reasons : 

1. To enable long-range planning by the Washington State Aeronautics Com- 
mission and other public interests within the State toward developing a system 
of airports and air navigational facilities to accommodate the needs of the rapidly 
growing communities and industrial enterprises in the Pacific Northwest which 
because of geographical characteristics is increasingly dependent upon aircraft 
as ameans of transportation. 

2. To enable and encourage greater stability in financing and improved type of 
operations as well as greater efficiency for the local-service airlines at less cost 
in the long run for the Federal Government, thus fostering wholesome local 
service to the benefit of the people for which, in the final analysis, this matter 
is under consideration. 

In the interest of expediency and avoiding repetition of detailed arguments 
supporting the viewpoint favoring permanent certification of local-service air- 
lines which already have been presented for your consideration, the above com- 
ments constitute principally a summary of this office’s viewpoint; if a more 
detailed explanation is desired or if this office can be of assistance, please do not 
hesitate to advise. 

Respectfully yours, 
CHARLES S. CHESTER, 
Director of Aeronautics. | 
By Rosert L. NUBER, 





Assistant Director. 

‘ 

TEXAS AERONAUTICS COMMISSION, 

Austin, Texr., March 8, 1955. 1 

Hon. WARREN G. MAGNUSON, ; 
Chairman, Interstate and Foreign Commerce Committee, C 
United States Senate, Washington, D. C. f 

DeaR SENATOR Magnuson: After all the efforts by all of us concerned last D 





session and the favorable results thus far this session, we further register our 
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firm support and strongly urge final passage of the enabling legislation for 
permanent certification of our local service airlines. 

In behalf of the citizens of Texas and to guarantee continued air service and 
assure our large airport investments for the economy of the State, we hereby 
respectfully request your continued cooperation and every possibile effort iu 
expediting this most important matter. 

Very sincerely yours, 
CiirF B. GREEN, 
Berecutire Directo 


STATE OF OREGON, 
OREGON STATE Boarp OF AERONAUTICS, 
Salem, Varch 9, 1955 
SENATOR WARREN MAGNUSON, 
Chairman, Senate Interstate and Foreiqn Commerce Conmittee, 
Washington, D.C. 

DEAR SENATOR MAGNUSON: The Oregon Board of Aeronautics respectfully 
solicits your assistance in providing United States feeder airlines with permanent 
certificates of public convenience and necessity. The board does not favor any 
particular one of a number of bills now before the House or Senate covering the 
subject but does endorse the principle of awarding permanent certificates of 
public convenience and necessity to the feeder airlines. 

There are many reasons why the board desires permanent certificates be given 
the feeder airlines. Primary reason is to provide residents of Oregon with the 
best air transportation possible. To provide this kind of service the feeder 
airlines serving Oregon must be able to procure the equipment best suited to 
their needs. This requires extensive long-range financing, and long-range 
financing requires security. Obviously reputable banking institutions will not 
consider a business existing on what amounts to a year-to-year basis a good risk 
The availability of long-term financing would permit the purchase of new, larger, 
and faster aircraft. Historically there has been a direct correlation between the 
equipment airlines use and public acceptance of air transportation. Improved 
airline equipment inevitably results in an increased use of airline services 

The Board has also learned there are communities, presently without an airport 
capable of handling airline aircraft, that are willing to provide an adequate 
airport if they have assurance of receiving airline service. Under present con 
ditions the feeder airlines are not assured of being in business, much less of 
providing service to a particular community. 

The board believes the original intent of providing temporary certificates has 
been fulfilled and that it is now in the best interests of the public to grant 
permanent certificates. 

Sincerely yours, 
Earn W. Snyper, Director 


PIONEER AIR Lives, INC. 
Dallas, Tex., February 15, 1955. 
Hon. WARREN G. MAGNUSON, 
United States Senator, 
Senate Office Building, Washington, D.C. 


My Dear SENATOR: On my return to the office today after an extended absence, 
I find your kind letter of January 25, to which there is attached a copy of S. 651, 
which you have been good enough to introduce in the Senate and which bill is 
designed to amend section 401 (e) (2) of the Civil Aeronautics Act, as amended. 
I want to add my word of thanks and sincere appreciation to those which I know 
have been expressed by Nick Bez, Ed Converse, and Mae Myhre, and undoubtedly 
by others by this time. 

I recall so well your position respecting this matter on the occasion of the hear- 
ings last year before the special committee to which (then) Chairman Gurney 
and Hon. Robert Murray appeared in opposition to the action which your bill 
contemplates, I thought your position fair and sound then, and I think it no 
less so now. It seems striking that the Civil Aeronautics Board would wait until 
1955 to come up with a new set of rules and regulations which shall determine 
whether or not local service carriers shall at any time come to have permanent 
certificates. I consider this to be a gross example of changing the rules of the 
game as the game progresses and without regard to commitments previously 
made. 
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We were the first carrier to be certificated to provide local service air trans- 
portation under the then name of Essair, Inc., and this certification was made in 
O12 Gay} . : > : . ¢.3 
1943. Subsequent opposition by Braniff, going so far as to take the decision to the 





ard awarding this first certificate to court, where the Bourd’s action was 
onfirt d ind the case remanded to the Board for disposition, delayed inaugura- 
tion of service until August 1, 1945. The basic reference here is to 4 C. A. B. 
(p. 484), dated Novem », 1948. The Board then said, “The rendering of local 
air transportation service such as Essair has proposed presents a difficult eco- 

mic problem to which a great di f study is being devoted and it is desirable 
that this study be supplemented | he accumulation of actual experience with 
new types of op ration of particular interest, or of potential importance. * * * 
rhe results during the designated life of the experience can determine whether 
the experience should thereafter be converted into a permanency, and carrier’s 
abili y to make substantial progress toward self-support will be an important 
factor in determining its future as a certificated operator of services of the type 
] p er 

In connection with this decision of the Board in this, the first case involving 
local service authority, it may be of interest to your committee to review the 
correspondence between the Civil Aeronautics Board and the late Senator Pat 


McCarran during 1943 and preceding the Board's decision cited above. 

Again, 6 C. A. B. (pp. 730-731). Service in the Rocky Mountain States Area, 
dated March 28, 1936, the Board promulgated what it characterized as guiding 
principles. I shall not attempt to recite in full the guiding principles set forth 
by the Board, but I should like to direct attention to the statement of the Board: 
“As in all new route cases, consideration must be given to the anticipated finan- 
cial ¢ ost to the Government in the requirements of mail compensation. Because 
of the low traffic potential of the smaller cities and towns to be served by the local 
feeder service and the intense competition to which they will undoubtedly be sub- 
jected by rail and highway transportation, economy of operation must be a pri- 
mary concern of local feeder service operators if the cost to the Government is to 
be kept within reasonable limits. We cannot emphasize too strongly therefore 
that the carriers authorized to operate such services will be expected to be on a 
constant search for methods of achieving economy in operation. The issuance of 
some temporary certificates will give a measure of assurance that efforts in 
this direction will be made, and provide a safeguard against a statie or pro- 
gressive increase dependent very little on the Government, and also will permit 
the granting of permanent status only to such services as have been shown to 
be capable of operation without undue cost to the Government.” 

The last quoted lines might seem to support the present attitude of the Board 
until they are considered in the light of contemporaneous conditions. As of the 
date of this statement, the contemporary conditions in the industry were such 
that only 3 or 4 of the major trunk carriers were operating without heavy 
subsidy, and there was considerable doubt in the next 2 years whether even 
they could remain subsidy free. It was in contemplation of these conditions 
and the basic statements of the Board giving every indication that, given a dem- 
onstration of improved development of commercial revenues and reasonable 
reduction in cost of service rendered to the Government, the people who were 
asked to invest their funds in a local service industry could expect that the 
temporary nature of their certificate would be amended by the Board and that 
they could have the assurance of permanency which alone would have warranted 
lay investment in the speculative undertaking. I know that in our own case in 
connection with financing which we did in 1946, considerable reliance was placed 
upon the assurances which we considered we had from the Board. Inasmuch 
as several other local service carriers started their operations in 1946 and 1947, 
I felt confident that these were factors which were considered by those who 
invested funds in their undertakings as well. I personally consider that the 

3oard has not kept faith in this matter. Further, I think that a vast distortion 

is supplied by the Board when it makes reference to the cost in total dollars 
to the Government of providing the services without simultaneously showing 
the vastly increased scope of services provided. 

I feel confident as one can that the Civil Aeronautics Board and particularly 
that section of the staff dealing with this phase of air carrier operations will 
never willingly grant a permanent certificate to any local service carrier, but 
that it will from time to time offer this or that new measuring stick or formula 
to be applied and that these measurements and formulas will be designed to 
assure the carriers cannot and do not meet them at any given time. And I 
think the only hope that the communities which depend upon these carriers for 
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service may ever have that their use of public funds for airport and termin 
improvements, were investments, rather than speculation with these public 
funds, must come from the Congress. 

This is a rather involved and lengthy response to your kind le 
you will forgive me for its length because of my great and abi¢ 
the subject. 

Cordially, 
Ropert J. SMivH, P 


Hon. WARREN G. MAGNUSON, 


Chairnan, Senate ¢ f 


omiitt on I erstat and relg ( 


Senate O fice Build nd, Wash noton 25. D. C 


DEAR SENATOR MAGNUSON: The American M icipal Association, the national 
association of 12.000 municipalities in 44 States, favors passage of 8S. 651 (HL. R. 
2225 and H. R. 526). 

We note that these bills are In ce mplian e with the recent recomme ndations 
of the President’s Air Coordinating Committee. This eminent group of respected 
experts recommended to President Hisenhower that certificates of unlimited 
duration authorizing permanent air operations be granted to many so-called 
feeder lines. Representing local government on the city and town level, we are 
glad to concur in and support this recommendation. 

Air travel is particularly important to our Nation’s growing areas in the West 
and in the Rocky Mountain regions. In this area a whole new phase of our na 
tional development is keyed to life in the air age. The airplane is playing a 
major part in the development of certain of these areas. The parallel between 
the importance of the railroad and the growth of certain of our Nation’s areas 
and the importance of feeder airlines and the growth of certain other of our 
Nation’s areas is startingly striking. 

In the State of Utah, for example, feeder airline operations are playing a 
major role in the development of the oil and uranium industries. These are new 
industrial developments in that State. They are important developments not 
only for Utah but for the importance which they bear in our Nation’s defense 
potential. It is necessary to establish this air service on a permanent basis. 
For example, Vernal, Utah (which is 180 miles east of Salt Lake City) does not 
have railroad service. The only way to serve this greatly booming area, other 
than by highway, is via the airlines. The contribution of the so-called feeder 
airlines to the tremendous oil strikes in that area are immense. 

Similarly so in southern Utah. Around Moab there is a tremendous uranium 
boom. I do not need to dwell on the importance of uranium in the atomic age. 
The closest railroad to Moab, which is in the heart of the uranium prospecting 
area, is 100 miles away. Air transportation, naturally, fills the need for fast, 
dependable transportation. 

If the great intermountain area of the United States is to keep pace with its 
industrial development, feeder routes into Salt Lake City on a permanent basis 
are essential so that they may ship the necessary industrial tools to the fas 
growing industrial areas. 

Now you may agree that this is all true but ask: “Well, why are the munici 
palities interested in granting these companies certificates of unlimited dura 
tion?’ The answer is simple. 

This Nation’s airport system was built largely as a result of Federal-municip: 
cooperation. Cities own and operate the major airports of the Nation. They 
the chief proponents of a national system of airports and have sponsored 
fought for the provisions of the Federal airport program. Municipal! 
intermountain area plan to follow in this tradition, and indeed to go beyond the 
partnership basis and develop many of these airports using substantial amounts 
of local tax funds. It would be unreasonable to expect the municipalities of the 
intermountain area to pay for and to get into bonded indebtedness to develop 
these airports as long as the users of them are on a temporary basi It is 
difficult enough to get local bond issues approved, without trying to do se 
improve an airport at which a substantial portion of the operations are, by defi 
nition, “temporary.” 

The municipalities stand ready to develop these airports, within the limits of 
their financial resources and governmental responsibilities. But they cannot 
be expected to do so unless they have some assurance that tl 
those airports are of unlimited duration. This can only be assured by grantin 








ilies il 


e operations at 











QDS PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS 


certificates of unlimited duration to the operators. The granting of such certifi- 
cates would indicate to the municipalities which are concerned with this problem 
that there was a permanent public good to be gained in improving facilities and 
developing airports because the operations thereat were of a permanent nature. 
Conversely, failure to grant such certificates would indicate that the operations 
were not of a permanent nature. Therefore, municipalities would be hesitant 
and reluctant about spending taxpayer's dollars to develop and improve airports 
at which the operations were on a tentative basis, 

The American Municipal Association will be pleased to present any additional 
material you may desire. 

Sincerely yours, 


Patrick HEALY, Jr., EPrecutive Director. 


MipLANpD CHAMBER OF C'OMMERCE, 
Vidland, Ter., Mareh 9, 1955. 


Re Senate bill 651 and H. R. 2225 and H. R. 526 providing permanent certificates 
or feeder airlines 
Hon. WAkREN G. MAGNUSON, 
Senate Office Building, Washington, D.C. 

Sr: The aviation committee of the Midland Chamber of Commerce has dis- 
cussed the above legislation and recommended to the executive Committee that 
you be urged by the Midland Chamber of Commerce to favor the legislation. 
Both the aviation committee and the executive committee were unanimous in 
their action. 

From long experience with feeder airlines we are convinced that they could 
do a much better job operating under a permanent certificate. 

We will appreciate your favorable consideration of this legislation. 

Respectfully, 
DELBERT DOWNING, Manager. 


AIR LINE PILOTS ASSOCIATION, 
Chicago, Ill, March 9, 1955. 
Hon. MIKE MONRONEY, 
Chairman, Aviation Subcommittec, 
Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 

DEAR SENATOR MONRONEY: This is written concerning the assertion by a 
member of the Civil Aeronautics Board before your committee that permanent 
certification for the local service air carriers would result in an immediate 
large increase in labor costs. 

There is no factual basis for this statement. Permanent certification of the 
local service air carriers will neither accelerate nor decelerate the collective- 
hargaining practices and demands of the organized employee groups in the local 
service industry. These employees have never regarded themselves as second- 
class citizens nor have they ever conceded that there are two levels of safety 
or efficiency in the air-transport business. Collective bargaining has been based 
on these premises and will continue in the same manner regardless of the action 
taken on permanent certification. 

The assertions of certain members of the Civil Aeronautics Board, therefore, 
were either designed to create a hurdle for permanent certification which does 
not exist or were based on a lack of understanding of collective-bargaining 
processes and procedures. 

Permanent certification, on the other hand, should reduce employee turnover, 
increase efficiency, and bring a stability to employment which should reduce 
operating costs. This has been true on permanently certificated air carriers 
where investments in equipment, procedures, and personnel, in keeping with 
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technological development, have enabled such carriers to maintain the cost of 
air travel at a constant level while inflation h resulted i doubling 
of the cost of most other items in our economy 

Should your committee desire, we would be very happy to furnish specific 
statistical information on this subject, as well as a history o ) tive irgaining 


on the local service carriers. 
Respectfully yours, 


CLARENCE N.S oe a l t 
Los ANGELES AIRWAYS, IN¢ 
Los Angeles 45, Cal March 2 1g 


Hon, A. S. MONRONEY, 
l nited States Ne nate, VN ashing on, DD ¢ ‘ 


My DEAR SENATOR MONRONEY: Enclosed herewith is a table reflecting the figures 
which you requested for the record. These are comparative subsidy statistics 
which, of course, tell only a part of the story. 

Actually, the cost and subsidy figures covering helicopter operations include 
all the costs in the form of subsidy or otherwise; whereas, the local airline 
figures—to the best of my knowledge—do not reflect any other costs, such as 
airway aids, Federal airport aids, ete I mention this not in any sense of dis 
courtesy or criticism, but merely in an effort to keep the records straight. 

I appreciate most sincerely the courtesy you accorded me in appearing before 
your committee the other day, and I realize fully the complexity of your posi- 
tion in regard to this legislation. On the other hand I sincerely hope that what- 
ever legislation is finally adopted and becomes law that it will not be necessary 
to single out the helicopter element of the industry to the extent where our 
pioneering efforts become even more difficult than they are now. 

Sincerely yours, 
C. M. Berinn, President 


Los ANGELES AIRWAYS, INC., 
Los Angeles, Calif... Marel h, 1955. 


INTERIM ReEporT TO ALL STOCKITOLDERS : 


Transmitted herewith is the unaudited financial statement reflecting the period 
ending November 30, 1954. This statement is furnished you so that you may 
have the benefit of the best available figures reflecting the results of finalizing 
our temporary mail rate, which as you know was in negotiation for quite some 
time. 

During the same period you, of course, know that we commenced carrying pas 
sengers on a very limited scale between Long Beach and Los Angeles Airport. 
This was late in the year so that very little effect thereof is reflected in our 
operating position. This service is now in the process of being expanded so that 
we can expect more factual data about this phase of our operation in future 
reports. However, I believe it should be stated that for some time it will be 
developmental in nature. 

The air express business which was commenced in 1953 met all expectations 
during its first full year of 1954. It appears that this will continue to climb in 
volume for the foreseeable future. In any event, I shall deal with this and 
many related subjects of interest to you in my annual report, which will be forth- 
coming as soon as we have the benefit of the annual audit, as well as the finalizing 
of our tax position which is now pending. Along with my annual report, I shall 
also indicate the date of our annual shareholders meeting, which will not be on 
the regular date of March 22, for reasons as above indicated 

Sincerely yours, 


C. M. BELINN, President 
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LOS ANGELES AIRWAYS, INC. 


SALANCE SHEET AS OF Novy. 30, 1954 


ASSETS 
Current 
Casl ss s - iaceaiaiun meat — $121, 301. 01 
Accounts receivable, U. S. Government___- a 309, 657. 05 
Other current receivables a = _ 23, 011. 48 
Other current assets aaa ‘ ‘ 89, 243. 79 
Total ‘ cute sti saucy pelienlead wa atl 543, 213. 33 
Investments: Investments in and advances to affiliates . 250. 0O 
Operating property and equipment: 
Flight eq pment .._... $1, 044, 984. 82 
Less accrued depreciation 2 522, 099. 69 
522, 885.13 
Station, communications, and meteorological 
eq iipment : 3, S14. 52 
Less accrued depreciation cinch 2, 399. 46 
1, 418. 06 
Hangar, shop, and ramp equipment a 29, 157. 17 
Less accrued depreciation__ ee idl 13, 157. 85 
15, 999. 92 
Motor vehicle and equipment____ ‘ 16, 025. 24 
Less accrued depreciation ead . 8, 659. 23 
_ ~ a 7, 364. 01 
Furniture fixtures, and office equipment___- 9, 351. 48 
Less accrued depreciation icc ating 4,957. 27 
—- 4, 394. 21 
Improvements on land not owned (heli- 
ports ) eee ieee a 9, OSD. S4 
Less accrued depreciation ¢, 237. 97 
j 1, 851. 87 
Engineering equipment en 15. 90 
Less accrued depreciation sient 88. 50 
—_— 7. 40 
Airport and airways lighting equipment 156. 56 
Less accrued depreciation ce 117. 42 
oo . 39. 14 
Miscellaneous ground equipment__..________ 181.13 
Less accrued depreciation____-_- takin 181. 18 
——-— - 0 
Improvements to leased property___-----~-~- 4, 499. 94 
Less accrued depreciation.____.__....---- 2, 828. 98 
ihacllilahtidien tails 1, 670. 96 
Constraction work in progress_................... 9, 811. 65 
Total operating property and equipment Si 565, 442. 35 
Deferred charges: 
Other deferred charges 7. 50 
Extension and development ae 6, 552. 79 
Less accrued amortization__.__-_______-- 4,150.17 
— - 2, 402. 62 
BiOCE CkpONPs eos lk. BRERA REM AS LS Pe 1, 554. 00 


‘Total deferred charges Stack = . 4,014.12 


Total assets eho 1, 112, 919. 80 





PERMANENT CERTIFICATES FOR LOCAL SERVICE AIR CARRIERS V6] 


BALANCE SHEET AS OF Noy. 30, 1954—Continued 


LIABILITIES AND ¢ vA 
Current and accrued 
Notes payable | S00. OO 
Accounts payabl », DDO. 5G 
Collections as agents 1 471. 76 
Accrued interest 1. 978. 52 
Accrued taxes 122 OOD. T3 
Other 9S, SV6. 94 
Total current and accrued liabilities OSD. GA I 
Long-ter ae t (Mn OW} 
Capital stock 
Common st (52.268 shares t $10 par vy 1e 399 6 (nM) 
Surplu 
Capital stock S28, GRO. OO 
Unappropriated earned surplus i4, 1 ‘2 
1954 profit to date 93, 723. 87 
Profit to date 196, 5938. 29 
Total liabilities and capital 1, 112. 919. 8O 
STATEMENT OF PROFIT AND Loss FoR 11 MontTuHs ENDING Novy. 30, 1954 
Operating revenue: 
Mail - SS65, TOO, 10 
Express : 28, 220. 45 
Passenger 359. TO 


Other —_ p : t, G79. 16 
Total operating revenues 


Operating expenses: 
Fiying operations 7 . 182, 699. 25 
Direct maintenance , 157, 141. 93 
Depreciation, flight equipment 1,081.15 


Totai direct flying expense 160, 922.31 
Ground operations : 73, 678. 71 
Ground and indirect maintenance 62. 580. 12 
Passenger service 802. 79 
Traffic and sales a 5, 142. 30 
Advertising and publicity ; sical 1, O55. 33 
General and administrative : 78. OSS. 94 
Depreciation, ground equipment _____-~- al 9, 921. 80 

Total ground and indirect expense : al 221.619. 99 

Total operating expense : : 692, 542. 30 


Net operating profit or (loss) - ‘A 204, 426. 11 
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STATEMI OF ProriT AND Loss FoR 11 MONTHS ENDING Noy. 30, 1954—Con. 








Nonopera 









Cash discounts $219. 19 
Service-sales net ( 31) 





Nonoperating expense 







Interest expense ; 10, 543. 37 
Retirement of property ( 20. 99) 
Route extension and development ; 1,201.3 





Other 










Net 





nonoperating income and expense ; 11, 649. 41 














rofit or loss before taxes ; 192, 776. TO 
+) 





































Provision for income tax , 99, O52. 83 
Net profit or (loss) for period_. eat ee 93, 723. ST 


I hereby certify that this is an accurate statement as reflected in the accounts 


and records of this company. 


JouHn T. KANE, Treasurer. 


NOT! The balance sheet and profit and loss statement for the 11 months period reflects 
the adjustments of retroactive mail pay, revision of depreciation expense and provisions for 
future S-55 major overhaul reserve as established in mail-rate proceeding finalized by 
Civil Aeronautics Board Order E—8855 dated Dee, 28, 1954. 


ATRCOACH TRANSPORT ASSOCIATION, INC., 
Washington 5, D. C., March 2, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

My Dear SENATOR MAGNUSON: On behalf of more than 30 noncertificated air- 
lines, I offer the attached statement which we have asked to be included in the 
record on pending legislation for permanent certification of the subsidized local 
service airlines. 

Our position is that the nonsubsidized lines that have pioneered new air 
services since the war are equally entitled to permanent status and are more 
in need of legislation since CAB is unsure of its authority. 

We will be happy to give you further information. 

Respectfully yours, 
H. B. Jounston, President. 


TESTIMONY OF HAMLIN B. JOHNSTON, PRESIDENT, ATRCOACH TRANSPORT 
ASSOCTATION, INc., ON S. 651 AND S. 1081 


Gentlemen, in the pending bills Congress is asked to grant permanent status 
to the local service airlines and the certificated cargo lines, two of the new 
classes of air carriers since World War IT. 

My purpose is to urge that you consider other postwar airlines no less worthy 
of permanence. 

SPECIAL SERVICE CARRIERS 


I speak for the Aircoach Transport Association, representing more than 30 
aircoach and cargo lines not holding certificates of public convenience and neces- 
sity but operating under letters of registration from the Civil Aeronautics Board. 

They are called nonscheduled or irregular to stress the limitations imposed 
upon them. In fairness, they should have a name that shows what they can do. 


” 


So I shall refer to these American companies as “special service carriers,” a 
term in keeping with their function. 

Provision for the future of these companies—a permanent future—is a fair 
and necessary part of the legislation before your committee. 


INTENT OF CONGRESS 


Without taking a position for or against permanent certification of the two 
classes of carriers in the pending bills, I subm’t that due regard for the rights 
of small business calls for equal treatment of other new carriers now, while a 
bill is in process 
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Congress made the postwar airlines possible. The Civil Aeronauti Let 
plainly intended an air transport system open to new enterprise and competi 
tion rather than closed to all but the few “grandfather” lines in business when 
the law passed. 

During World War II the seheduled airlines desperately tried to close the 
door by the Lea bill. Congress did not act. So it was with the tacit consent 


of Congress that the CAB allowed many new companies to forn the postwal 
surge of veteran effort 

After several years the Board has not yet reached decisions for the future of 
these companies and the new services they have pioneered. In the light of al 
that has happened since the 17-year-old act was written, Congress can help CAB 
by making an up-to-date statement of intent, to remove unce nities Which 
hang over all the postwar airlines. 

rHE POSTWAR AIRLINES 

The several classes of new arriers now operating on temp ry tho 5 
include : 

A Local service or feeder airlines These were cert ited fe region of the 
United States after hearings as to economic need for service nd fitness to pel 
form it. They risked no capital in operations until given franchise for several 
years and assured of reimbursement for losses. Because they do not have the 
long, rich routes held by the older trunklines, they still draw subsidies rheit 
compensatory mail pay is at rates per ton-mile, for deadweight, far more than 


for passengers, 


9 Certificated cargo lines In 


contrast 


to the local ice lines, a number 


ser 


of companies risked capital in noncertificated operations. The results were con 
sidered in hearings that led to the certification of several. Without mail and 
subsidy, they offer Common-carrier cargo service on schedule; also have carried 
military passengers and have leased aircraft to other companies. 

3. Cruise airline One company, after noncertificated operations, was certifi 


cated for international all-expense air tours without 


flown military passengers and cargo 
4. Helicopter airlines. 


mail or subsidy. It hus 


These are subsidized to develop mail and passenger 


service by the new means of rotary-wing aircraft. 


Hh. Special-service carriers.— These 


mail or subsidy. 
twe points 


All are limited by 


(In addition, scores of air taxi services, with aircraft 
But these small-plane operators do not seem 


gross weight, 
tT 


are licensed by CAA 
need legislation for permanence. ) 


ACHIEVI 


I do not speak for any interests other 
Aircoach Transport Association 
sistent with our position that all classes 
proposed legislation and such leg 
of carriers 

We 
tion at this time. 

These unsubsidized 
aircoach and cargo for wider public 
lines carried a relatively small volume 
and express, all at high rates. 

Trunkline executives talked of 
to limit traffic. 

But the independents meanwhile 
lines reluctantly followed, 


use 


higher 


include 
riers operating under letters of authority from CAB un 
to grant exemptions from economic regulation. 
exempted Company and one in the irregular transport category 
CAB in frequency 


islation should not be 


airlines have greatly speeded the extension of 
of 
rates which would 


had 


and also attracted this new 


Ht) 


large irregular car 
the power of CAB 
There is also one specifically 

All are without 
flight between any 


more than 


ol 


not over 12.500 pounds 


MENTS 

than the noncertificated airlines in the 
Other classes of carriers are mentioned, con 

of carriers shoud be considered in the 


limited to only two classes 


believe that the special-service carriers are deserving of your considera 


low 
sidized 
airmail, 


cost 
Before World 


first-class 


War II 


passenger t1 


the sub 
affie, 


have tended further 


oped by the independents, and have fast grown ever since 


Much the same is true of air cargo 


a hurry to develop more than their old light express service, the vet 
pendents with worldwide experience from the air 


pioneered low-cost aircoach Trunk 
class of customers devel 
While the grandfather lines were not in 


eran led inde 


war were ready to fly anything 


from horses and ecattle to dresses and flowers 
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Here too, the scheduled lines went into cargo competition, and their volume 
has increased. 


The independents thought in terms of planeloads rather than only individual 


passengers or small packages. This led to varied charter services in which a 
big potential remains. 

All this helped build a reserve of planes, vital in emergency. Both the Berlin 
and Korean lifts were manned and equipped in large measure by the noncertifi- 
eatel carriers, now serving again in the Forosan crisis. Within the United 


Stutes independent Jines fly large numbers of troops at low rates, thus effecting 
substantial savings to the military. 
The safety record is high. In 1953 and 1954 the noncertificated airlines had 


16 months without a fatality or serious accident, almost equaling the all-time 


record of 17 months on domestic scheduled lines. 
To summurize, these independent carriers have pioneered : 
1. Aircoach, the beginning of volume transport at low cost. 
». Air cargo, a revolutionary force in peacetime living and one of the deciding 
factors in war. 
Planeload charter, to speed passenger groups and cargo. 


$. Military airlift, of ever-growing importance to the economy and efficiency 
of military operations, 

All this has been done without subsidy. The special services have been largely 
supplementary to the route-type service of the scheduled airlines. Regulator) 
actions have limited the volume of the independent lines for the past few years 


FAIR APPROACH 


Some officials, and even some members of Congress, have been led to think 
of the existence of these “special service carriers” not as a national asset but 
rather as a problem, on account of their minimal competition with the scheduled 
airlines—a problem to be solved by more regulations and restrictions. 

Competitors have proposed that the CAB exemption power, under which these 
independent carriers, were allowed to start, be terminated; that temporary 
certificates be issued, with scope too narrow for them to earn a living; that 
those not certificated cease flying; and that contract operations be strictly 
limited. 

But American policy always has been—and I hope still is—to protect the little 
fellow against big monopolies rather than to guard monopolies against healthy 
competition. 

Rather than face hostile action to curb and limit, the independent airlines 
are entitled to a place in the legislation now being considered for other classes 
of postwar carriers no more deserving. 

The Senate Small Business Committee in 1953 gave long study to the problems 
of the independent airlines, concluded that they were worthy of broader oppor- 
tunities, and recommended long-range status. 

This is the constructive approach we earnestly hope will continue in the 
present Congres. The situation of the local service lines, with their mail and 
subsidy support, or the certificated cargo lines with their scheduled routes, 
is no more urgent than consideration of the position of “special service carriers” 
with no certificates at all. 

These carriers should be included in the pending measure where they right 
fully have a place. 

DECIDING FOR CAB 


There is less reason for Congress to decide for the local service lines than 
for the special service carriers. In the case of the former, the Civil Aero- 
nautics Board wants to make the decisions. 

jut for the special service carriers, CAB seems unsure of its authority. In 
its 1954 annual report, the Board advocated legislation to authorize the issu- 
ance of certificates for suplemental service. 

(This term “supplemental” is to connote that if certificates are issued, thev 
will be strictly limited to supplement the route-type service of the scheduled 
airlines. We object to this name as another limited word and a poor one to 
use in offering services to the public. “Special services” is a better name and 
is consistent with accepted terminology.) 

There is no reason to wait for a later bill to clarify the status of the 
special service carriers. Their operations, plans, and role have been most 
exhaustively considered by congressional committees. 
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A main argument of the local-service lines is that they should not have to 
wait the outcome of long hearings for renewal of their temporary tificates 
every few years If that is valid, the special service carrie hould also not 
be required to wait 

That they are fit, willing, and able to render air services to the ] ic has 
been demonstrated in nationwide and even worldwide op tions 

The British in recent years have recognized their independent airlines Dy 
letting them develop new types of service, especially low-cost passengel 
even on routes assigned to the British monop . = th CS] I | itv tol 
military airlift. This liberal police as paid big dividends to Britain as it 
could to us. 

POSED AMENDMENTS 

On these grounds, I urge that the pending measure be amends 1 a 
definition of “special service carriers. Here is 2 

That section 1 of the act of June 28, 1988. as amenc > Cc, 40 52 
Stat. 977, as amended by 62 Stat. 493, 65 St: GS: 66 St 628), is a ded by 
adding a new puragraph numbered 34, as follow 

“*Special service air carrier’ means any carrier whicl olds ¢ ting 
authority not specifying fixed routes or terminal points, and whi zes in 
air transportation aircraft having a maximum certificated tak ff geht of 
more than 12,500 pounds, and does not engage in air transp en 
two places in Alaska.” 

I further urge that the term “special service carrier” be included in the part 
of the bill granting permanent certificates. It should be made clear that these 
certificates must be broad enough to preserve the flexibility of these carriers for 
continued pioneer] of new ideas, and not revoke any opera ng right they 
now hold, 

If your committee is to reward with permanent status tho ( panies 
founded and operating with the aid of subsidies and guaranteed pre thout 


t 
risk, it is only fair that at the same time you recognize those that have done 
the job the hard way without subsidy against every obstaclk 

President Eisenhower, at his press conference of February 9, indicated that 
in the choice of companies for certification it is logical to reward those that 
have operated with the least subsidy. Currying this idea to its logical conclu 
sion would result in rewarding with permanent certificates these special ser 
ice carriers who have earned that right by their efforts and demonstrated their 
ability to successfully and profitably provide needed air transportation service 
to the public without subsidy. Thus, the necessary capital for their expansion 
to meet the public need and to serve as a greater airlift reserve will be attracted 
from private, and not public, sources. 

In fairness to little business in this country, I urge that you do not send this 
measure to the floor without full and fair provision for these free-enterprise 
companies that have done so much to develop special air service for peace or 
for war. 


Civit AERONAUTICS BOARD, 
Washington, D. C., March 16, 1955 
Hon. A. S. MrkE MoNRONEY, 
Chairman, Aviation Subcommittee, Committce on Interstate and Foreign 
Commerce, United States Senate, Washington, D. C. 

DeAR SENATOR MONRONEY: In further response to your letter of February 21, 
1955, there is enclosed herewith a statement furnishing estimates as to the 
cost to the Board of handling local service air-carrier certificate renewals. 

Sincerely yours, 
Ross Rizvtey, Chairman 


STATEMENT RESPECTING AVERAGE COST TO THE GOVERNMENT FOR HANDLING LOCAL 
SERVICE CARRIER CERTIFICATE RENEWALS 


During the course of the hearings before both the Senate and House Com 
mittees on Interstate and Foreign Commerce, the Board was asked what the 
average cost to the Government was estimated to be for handling the certificate 
renewal cases of the local service airlines. Permission was requested in each 
case to submit such material at a later date, after the Board's staff had 
had an opportunity to review the matter. This statement is submitted in 
response to these questions. 
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The Board does not, as a general practice, keep cost figures on the expense 
to the Government for handling renewal issues. Accordingly, the Board's 
budget estimates have not been constructed in a manner to reflect the portion 
thereof which is specifically applicable to matters concerning the renewals 
of local service Carrier certificates However, a study of work performed during 
the fiscal year 1954 was made in order to prepare material in response to the 
questions asked. This study was made to ascertain insofar as possible what 
portion of the Board's budget may reasonably be stated to be applicable to the 
handling of renewal certificates for the local service carriers. 

Our best assumption is that an average of four renewal proceedings for local 
service certificates will be processed during the current year. On this basis, 
it is estimated that approximately $85,000 (2.25 percent of the Board’s total 
appropriation for the fiscal year 1955) will be spent on matters concerned with 
such renewals, including all other matters and issues handled in conjunction 
with the renewal proceedings. 

It has been the Board's experience in the past that the issue of renewal 
constitutes a relatively small percentage of the total issues considered in these 
local service renewal cases. The other issues include the matter of route exten- 
sions, route amendments, suspension of points by trunklines and their assign 
ment to the local service carrier, suspensions of other points by the local service 
carrier, and other route and service modifications. These additional issues, 
which would doubtless continue in one form or another were permanent certifica- 
tion legislation enacted, amount, we estimate, to more than 90 percent of the 
total cost of an average proceeding. Thus, our best estimates indicate that 
only about $6,000 (amounting to 0.16 percent of the Board’s 1955 appropria- 
tion) will be spent on the certificate renewal isues during an average year, 
or $1,500 per proceeding. 

Undoubtedly, the estimate of $1,500 per proceeding would be increased some- 
what were the issue of renewal the only issue in such case, since there is a 
minimum amount of time required for the preparation of an examiner’s report 
and the work of writing the Board’s opinion on renewal. However, the expense 
in such cases should not exceed the amount of $2,000 on the average. 


OFFICE OF THE GOVERNOR, 
Springfield, March 21, 1955. 
Hon. WARREN MAGNUSON, 
Chairman, Senate Interestate and Foreign Committee, 
Washington, D. C. 


DEAR SENATOR MaGNuson: I understand that your committee has held hear- 
ings and that committee action is imminent on S. 651 and section 17 of S. 308 
having to do with the permanent certification of local service airlines. 

We in Illinois are vitally interested in this measure particularly in view of 
the high quality and frequency of service rendered to our many Illinois com- 
munities by the local service carriers. I should very much appreciate any action 
you might take as would result in favorable committee action on this proposed 
legislation. 

Sincerely, 
WILLIAM G. STRATTON, Governor. 


CONFERENCE OF LOCAL AIRLINES, 
Washington, D. C., March 24, 1955. 
Hion. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D.C. 

DEAR SENATOR MAGNUSON: I am enclosing for your general information a 
statistical study of the interchange traffic which the local service airlines fed 
to the trunk airlines in 1954. 

We are impressed with the total amount of traffic which we little fellows 
generate for the big fellows and we though that you might well be the same. 

Sincerely yours, 
JOHN F. FLOBerG. 
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Analysis of interline trafic—Passenger exchange ratios and percentages of total 
passengers, year 1954 


Number of passengers Percent of total 


idaad iki letterman: 


Total pas- 


Local carriers From From 





From From Ratio ae sengers nto -. | Total 
locals to trunks to from : Potal locals | trunks inter- 
trunks locals trunks=1 interline mo +0 line 
, , trunks | locals 
Allegheny 50. 709 87, 051 0. 583 18. 6 31.9 
Bonanza... -. 14, 840 25, 697 578 Bf 19.6 
Central 13, 636 15, 519 . 879 58, 978 23.1 
Frontier. 28, 471 43,655 . 652 145, 579 19.5 
Lake Central 26, 157 31, 593 828 78, 513 33.3 
Mohawk 29, 314 25, 821 1. 135 218, 169 13.5 
North Central 71, 573 148, 907 181 283, 556 25.3 
Ozark 33, 576 47, 883 . 701 153, 815 21.8 
Piedmont 86, 367 97,617 . 885 308, 194 28.0 
Pioneer 40, 516 44,823 . 904 160, 629 25. 2 
Southern 34, 605 48, 785 709 133, 544 25.9 
Southwest 47, 443 46, 210 1. 027 180, 715 26. 2 25.6 
Trans-Texas.. 39, 915 36, 942 1. O81 134, 999 29. 6 27.3 
West Coast 21, 919 30, 207 726 164, 900 13.3 18.3 
Total 539, 041 730, 710 738 1, 269, 751 2, 369, 969 22.7 30.9 53.6 


Analysis of interline trafic—Passenger revenue exchange ratios and percentages 
of total passenger revenue, year 1954 















Passenger revenues Percent of total 
a | | | Total ? _ 

Local carriers ; From From Ratio | otal | revenue! —— Ride J Total 
ocals to trunksto | from ili inter- 
trunks locals |trunks=1| ‘™terline ee ye line 

— _ : trunks | locals , 

Allegheny $1, 429, 499 $797, 053 1. 794 ; $2, 226,552 | $4, 191, 882 34.1 | 19.0 | 53.1 
Bonanza ; 486, 602 344, 825 | 1.411 | 831, 427 1, 513, 191 32.2 | 22.8 | 55.0 
Central 504, 103 152, 645 3. 303 656, 748 989, 270 51.0 | 15.4 | 66. 4 
Frontier 943, 014 623, 317 1. 513 1, 566, 331 3, 023, 620 31.2 | 20. 6 51.8 
Lake Central 546, 022 279, 431 1. 954 825, 453 , 215, 784 45.0 | 23.0 68. 0 
Mohawk 809, 685 704, 545 1.149 1, 514, 230 3, 472, 714 23.3 | 20.3 43.6 
North Central 2, 052, 896 519, 947 1, 351 3, 572, 843 | 5, 380, 155 38.2} 28.2 66. 4 
Ozark 913, 794 32, 509 1. 976 1, 376, 303 2, 380, 541 38. 4 | 19. 4 } 57.8 
Piedmont. 1, 822, 656 1, 270, 444 1. 435 3, 093, 100 5, 692,871 | 32.0 22.3 | 54.3 
Pioneer ___. 1, 356, 439 721, 057 1. 831 | 2 077, 496 3, 926, 604 34.5 | 18. 4 | §2.9 
Southern 7 908, 373 484, 439 1.875 | 1,392, 812 2, 228, 215 | 40.8 | 21.7 62.5 
Southwest 2, 260, 372 441, 265 5.123 | 2, 701, 687 | & 267, 343 | 53.0 | 10.3 | 63.3 
Trans-Texas... 1, 281, 817 460, 663 2.783 | 1,742,480 | 3,043, 645 42.1 | 15.2 | 57.3 
West Coast 990, 413 356, 542 2. 778 1, 346, 955 2, 631, 938 37.6 | 13. 6 | 51.2 

Total. 16, 305, 685 8, 618, 682 1. 892 | 24, 924, 367 | 43, 957, 773 37.1 | 19. 6 | 56. 7 


| | | 


1 Includes passenger revenue collected for trunkline, 
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PERMANENT 


American Airlane 


Local carriers 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark. 
Piedmont 
Pioneer 
Southern 
Southwest __. 
Trans-Texas 
West Coast 
Total 


1 Assuming that each passe 
passenger originating on the 


Braniff Airlines 


Local carriers 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 


Total 


Assuming that each passe 
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8 interline traffic erchanged with local carriers in 1954 


Traffic from Total traffic 


Traffic to American 











American exchanged 
Number Revenue | Number | Revenue | Passen- 
of pas- Revenue | per pas- | of pas- | to Ameri- | ore | Revenue 
sengers senger | sengers | can! | 8 | 
6, 378 $206, 240 $32. 34 21,100 | $682, 374 27,478 | $888,614 
4, 835 184, 781 38. 22 8, 202 313,480 | 138, 037 498, 261 
4, 907 229, 697 46.81 6, 021 281, 843 | 10, 928 | 511, 540 
4,013 94, 006 23. 43 5, 330 124, 882 9, 343 218, 888 
3, 557 96, 720 27.19 5, 049 137, 282 8, 606 234, 002 
13, 251 310, 725 23. 45 10, 098 236, 798 23, 349 547, 523 
9, 012 331, 36. 76 26, 858 987, 300 35, 870 | 1, 318, 583 
6, 891 169, 257 24. 56 11, 642 285, 928 18, 533 455, 185 
5, 397 331, 919 21. 56 23, 612 509, 075 39, 009 840, 994 
10, 079 473, 318 46. 96 11, 618 545, 581 21,697 | 1,018, 899 
3,912 140, 377 35. 88 6, 065 217, 612 9, 977 357, 989 
7, 567 512, 629 67.75 5, 073 | 343, 696 | 12, 640 856, 325 
10, 862 450, 000 41.43 11, 927 | 494,136 | 22,789 944, 136 
696 26, 162 37. 59 923 34, 696 1, 619 60, 858 
101, 357 3, 557, 114 35. 10 153, 518 5, 194, 683 254, 875 | 8, 751, 797 
nger originating on American paid to American the same average fare as each 


respective loca] carrier paid to American, 


interline traffic exchanged with local carriers in 1954 


Total traffic ex- 


Traffic to Braniff Traffic from Braniff 





changed 

Number Revenue | Number eee baie 

of pas- | Revenue | per pas- | of pas- ane | E ay Revenue 
sengers senger sengers | . 

657 $19, 576 $29. 80 603 $17, 969 1, 260 $37, 545 
249 4, 520 18.15 326 5, 917 575 | 10, 437 
4, 254 5, 4 25. 02 | 4, 257 106, 510 8, 511 212, 941 
1, 917 38. 21 2, 901 110, 847 4,818 | 184, 089 
456 27. 93 636 17, 764 | 1, 092 | 30, 498 
91 57. 44 | 137 7, 869 228 | 13, 096 
7, 694 18. 00 6, 588 118, 584 | 14, 282 | 257, 068 
1, 921 20. 09 2, 446 49, 140 4, 367 87, 723 
840 19. 61 704 13, 805 1, 544 30, 281 
7, 024 25. 28 8, 565 216, 523 15, 589 394, 094 
1, 009 24. 36 1, 671 40, 706 2, 680 65, 284 
809 20. 24 247 4, 999 1, 056 21, 375 
10, 010 25.17 | 7, 855 197, 710 17,865 | 449,710 
464 5é 42.14 376 15, 845 840 | 35, 398 
37, 395 905, 351 24. 21 37, 312 924, 188 74, 707 | 1, 829, 539 


nger originating on Braniff paid to Braniff the same average fare as each passen- 


ger originating on the respective local carrier paid to Braniff. 
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Capital Airlines interline traffic exchanged with local carriers in 1954 











Traffic to Capital Traffic from Capital eee 
Local carriers 

Number Revenue | Number) poven, Pp . 
of pas- Revenue per pas- of pas- t Ganttal a Revenue 

sengers senger sengers | *° V@pital gers 
Allegheny 3 13, 514 $224, 797 $16. 63 17, 646 31, 160 $518, 250 
Bonanza_..- 160 3, 479 2 98 258 5, 610 
Central... - 247 3, 930 15. 91 195 442 7, 032 
Frontier- 414 7, 858 18. 98 302 716 13, 590 
Lake Central_-__. ps 3, 007 41, 793 13. 90 2, 041 5, 048 70, 163 
Mohawk a 1, 534 27, 170 17. 71 3, 324 4, 858 86, 038 
North Central. .-. 9, 212 169, 985 18. 45 14, 981 24, 193 446, 385 
Ozark 2, 274 41, 946 18. 45 2, 984 55, 055 5, 258 97, 001 
Piedmont 8, 480 131, 029 15. 45 7, 874 121, 653 16, 354 252, 682 
Pioneer ae 834 10, 449 2. 53 692 8, 671 1, 526 19, 120 
Southern ia 2, 270 50, 928 22. 44 2, 610 58, 568 4, 880 109, 496 
Southwest s 916 15. 69 374 5, 868 1, 290 20, 243 
Trans-Texas.___- 800 18. 45 689 12, 712 1, 489 27, 471 
West Coast-.. 447 16. 77 291 4, 880 738 12, 377 
Oia onc nc nse 44, 109 749, 995 17. 00 54, 101 935, 463 98, 210 | 1, 685, 458 


1 Assuming that each passenger originating on Capital paid to Capital the same average fare as eacl 
passenger originating on the respective local carrier paid to Capital. 


Colonial Airlines interline traffic exchanged with local carriers in 1954 


r t y . 
Traffic to Colonial Traffic from Colonial — ae 
Local carriers 
Number Revenue | Number | Revenue i 7 
as : ofl : 3 issen- . 
of pas- Revenue | per pas- | of pas- to Colo- ot Re iue 
sengers senger sengers nial _ 
Allegheny js 974 $13, 310 $13. 67 YOS $13, 233 1, 942 $26, 543 
Bonanza ‘ 
Central. ... 95 11.87 10 119 is 214 
Frontier 25 435 17. 40 LO 174 5 609 
Lake Central 23 534 23. 22 16 372 39 906 
Mohawk 1, 419 24, 440 17. 22 1, 454 25, 038 2, 873 49, 478 
North Central 74 1, 383 18. 69 107 2, 000 IS] 3, 383 
Ozark 62 744 12. 00 45 540 107 1, 284 
Piedmont z 344 5, 095 14.81 191 2, 829 ii 7, 924 
Pioneer ‘ A 127 1, 781 14, 02 34 477 161 2, 258 
Southern ‘ 110 1, 796 16. 33 77 1, 25 187 3, 053 
Southwest - 30 332 11. 07 12 133 42 465 
Trans-Texas . 50 550 11. 00 24 264 74 814 
West Coast a 40 520 13. 00 17 221 7 741 
Total... 3, 286 51, 015 15. 52 2, 965 46, 657 6, 251 7, H72 


1 Assuming that each passenger originating on Colonial paid to Colonial the same 
passenger originating on the respective local carrier paid to Colonial 


average fare as eacl 
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Continental Airlines interline traffic erchanged with local carriers in 1954 





Traftic to Continental Traffic from Con- Total traffic 
tinental exchanged 
Local « arriers 7 7 
Number Revenue | Number Revenue Passa 
of pas- Revenuc per pas- | of pas- to Conti- ae n- | Revenue 
sengers senger sengers ne ntal I Gers 
Allegheny 159 $3, 116 $19: 60 150 $2, 940 309 $6, 056 
Bonanza 764 19, 918 26. 07 1, 074 27, 999 1, 838 47,917 
Central 748 15, 703 20. 99 1, 396 29, 302 2, 144 45, 005 
Frontier 4, 095 99, 342 24. 26 6, 244 151, 479 10, 339 821 
Lake Central 84 1, 531 18. 23 49 893 133 , 424 
Mohawk 54 1, 694 31. 37 83 2, 604 137 , 298 
North Central 171 4, 323 25. 28 416 10, 517 587 , 840 
Ozark 276 8, 206 29. 73 645 19, 176 921 , o82 
Piedmont 381 7, 748 20. 34 389 7,912 770 5, 660 
Pioneer 3, 441 60, 905 17. 70 3, 794 67. 154 7, 235 , 059 
Southern SY 1, 358 15. 26 193 2, 945 282 , 303 
Southwest 554 14, 797 26. 71 253 758 807 555 
Trans-Texas 2, 300 74, 000 32. 17 846 27, 216 3, 146 101, 216 
West Coast 394 12, 629 32. 05 256 8, 205 650 20, 834 
Total 13, 510 325, 270 24. 08 15, 788 365, 100 29, 298 690, 370 


1 Assuming that each passenger originating on Continental paid tc Continental the same average fare as 
each passenger originating on the respective local carrier paid to Continental. 


Delta-Chicago & Southern Airlines interiine traffic exchanged with local carriers 
in 1954 











lraffic to Delta-Chicago & Traffic from Delta- Total traffic 
Southern Chicago & Southern exchanged 
Local carriers 
Number Revenue | Number tevenue ai 
. : 7 to Delta- Passen- ; 
of pas tevenue per pas- of pas- Chicago & ai Revenue 
sengers senger sengers Jee © gers 
Southern ! 
aaghen; 621 $16,957 | $27.3 750 $20, 483 1, 371 $37, 440 
Bonanza. 6OF 17, 234 28. 44 424 12, 059 1. 030 29, 293 
Central 964 37.54 1, 281 48, O89 9 245 84.277 
Frontier 574 26. 63 577 15. 366 1 151 30, 650 
Lake Central 1,814 19. 79 2. 568 50), 821 4) 389 86711 
Mohawk 157 41.05 275 11. 289 432 17.734 
North Central 7, O94 212, 825 30. 00 8, 878 266, 340 15, 972 479, 165 
Ozark 86, 267 22. 43 4, 738 106, 273 &, 584 192. 540 
Sree 240, 658 17. 41 9, 494 165,291 | 23,319 | 405, 919 
Pioneer 136, 598 32. 30 7, 009 996. 391 11. 238 362. 989 
Southern 247, 910 22. 86 13, 617 311, 285 24, 463 559, 195 
soutsrweet 2, 188 83, 284 38. 06 432 16, 442 2, 620 99, 726 
Trans-Texas 5, 915 168, 72 28. 52 5. 904 168, 382 11.819 337. 103 
West Coast 604 17, 455 28. 90 283 8, 179 887 25, 634 
Total 53, 283 1, 321, 716 24.81 56, 230 1, 426. 690 109,513 | 2,748. 406 





Assuming that each passenger originating on Delta-Chicago & Southern paid to Delta-Chicago & 
Southern the same average fare as each passenger originating on the respective local carrier paid to Delta- 
Chieago & Southern. 
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Eastern Airlines interline traffic exchanged with local carriers in 1954 








Total traffic 





y 7 ' Draft 
lraffie to Easterr I I ) I exchanged 
Local carriers 
Number Revenue | Number R 7 : 
. . sates 29 t¢ Lue Passe . 
of pas Re or Pas- of pas- |, 5 ste anna Revenue 
sengers senger sengers 
Allegheny 7, 331 $202, 147 57 12, 067 $332, 68 19, 308 $534, 834 
Bonanza 46 1, 027 33 250 5 ARS DOK 6. 610 
Central 510 10, 808 21.19 62 3, 28K 1, 137 24, 094 
Frontier S66 12, 295 21.72 14, 487 1, 233 26, 782 
Lake Central 3, 990 §2, 112 13. 06 a5 RR R88. 001 
Mohawk 6, 819 174, 632 25. 61 Q 142. 366 316. 998 
North Central 7, 698 216, 787 28.16 11, 093 12.379 520. 166 
Ozark 4, 444 SS, 014 19. 81 4,44 88, O56 &. SRO 176, 070 
Piedmont 30, 729 535, 998 17. 44 38, 401 669, 71: 69, 130 1, 205, 711 
Pioneer 8, 614 $04, O84 35. 41 6, OSB 236, 751 15, 300 541, 735 
Southern 13, 350 350, 245 26. 24 20, 414 35, 663 33, 764 885, 908 
Southwest 1, 37¢ $1,119 22.72 {XS 11, O87 1, 858 42, 206 
rrans-Texas 6, 683 223, 094 33. 38 6, 691 223, 34¢ 13 4 $46, 440 
West Coast 442 11, 974 27. 09 5 8, 398 752 20, 372 
Potal 92, 592 2, 215, 236 23. 9: 110, 44¢ 2, 629, 691 203, 038 1, 844, 927 
Assuming that each passenger originating on Eastern paid to Eastern the ‘ i i iS- 


senger 


National 


originating on the respective loc 


firlines interli 


il carrier p 


sid to Easter 


ne trafic ¢ rchange d with 





local carriers in 1954 


Potal traffic 





lraffic to National lraffic from National aie 
exchanged 
Local carriers 
Number Revenue | Number Revenue ) : 
of pas- Revenue per pas- of pas- | to Nation : . Revenue 
sengers senger sengers il St 
Ailegheny 1, 920 $74, 689 $38. 9O 1, 363 $53, 021 a3 $127, 710 
Bonanza 174 4,419 25. 40 160 4, 064 $34 8, 483 
Central 97 2, 878 29. 67 214 6, 349 311 9, 227 
Frontier 82 2, 804 34. 20 82 2, 804 164 ), 608 
Lake Central 4() 2, 669 66. 73 110 7, 340 0 10, 009 
Mohawk 1,075 5g, 54. 81 Q3¢ 1. 302 2 Ol] 110, 225 
North Central 151 5 34. 16 252 8, 608 403 13, 766 
Ozark 77 15. 58 44 1, 466 171 2, 665 
Piedmont 2, 731 ¢ 18. 02 1,119 20, 164 3, 850 69, 389 
Pioneer 722 17, 24. 48 883 21, 616 1, 60. 39, 288 
Southern 1, 160 21, 94¢ 18. 92 1, 200 22, 704 2, 360 
Southwest 182 4, 93 27. 43 SS 2,414 270 
rrans-Texas 315 9, 653 30. 64 187 5, 730 (2 
West Coast 32 1, 004 31. 38 27 847 59 
Total 8, 758 257, 233 29. 37 6, 715 208. 428 15, 473 465. 661 
Assuming that each passenger originating on Nationa] paid to National] the same erage fare as each 


passenger originating on the re 


rig 
pective 


: local carrier paid to National 
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Northeast 


Local carri 


Allegheny 
Bonanza 
Central 
Frontier 
Lake Central 
Mohawk 
North Central 
Ozark. 
Piedmont 
Pioneer 
Southern 
Southwest 
Trans-Texas 
West Coast 


Total 


1 Assuming that each passenger originating on N 


PERMANENT 


CERTIFICATES FOR 


Traffic t 


Number 
of pas- 
sengers 


427 


3, 264 


Revenue 





Northeast 


Revenue 


LOCAL 


SERVICE 


Traffic from 
Northeast 


Number 


per pas- of pas- 
senger sengers 
$14. 38 382 
15. 25 10 
14. 81 14 
15. 24 54 
10. 95 1}1 

9, 62 1, 169 

17. 99 374 

2. 49 157 
31.74 131 
16. 09 79 
14. 85 60 
15. 18 47 
21. 30 40) 
18. 37 25 
15. 05 2, 653 


Reven 


ue 


to North- 


east 


493 
153 
207 
823 


. 216 


11, 246 


each passenger originating on the respective local carrier paid to Northeast. 


Northwest Airlines interline traffic exchanged with local 


Local carriers 


Allegheny. 
Bonanza : 
Central 
Frontier - 
Lake Central 
Mohawk.._._- 
‘North Central 
Ozark 
Piedmont... 
Pioneer 
Southern. _._. 
Southwest 
Trans-Texas 
West Coast 


Total 


Traffic to Northwest 


Number 
of pas- 
sengers 


1, 378 
16 

51 

1, 143 
973 
ood 


307 

, 641 
34 
425 | 

1, 049 | 
145 | 

4, 734 | 


— = ND 


26, 056 


Revenue 


$85, 
1, 323 
2,115 
41, 620 
3, 146 
780 
193 
48, 682 
83, 045 
1, 003 
18, 721 
48, 621 
4, 550 
313, 242 


1, 004, 486 


3, 
33, 
289, 


445 | 


), 728 
. 961 


158 
971 


891 
713 
852 
459 


36, 171 


Traffic from North- 


west 

Revenue | Number, Revenue 
per pas- | of pas- to North- 

senger sengers west ! 
$62. 01 1, 964 $121, 788 
28. 76 46 | 1, 323 
41. 47 28 1, 161 
36. 41 1, 103 40, 160 
34. 07 4, 239 144, 423 
60. 65 129 7, 824 
23. 00 25, 909 595, 907 
37. 25 1, 861 | 69, 322 
50, 61 973 49, 244 
29. 50 81 2, 390 
44. 05 517 | 22, 774 
46. 35 545 25, 261 
31. 38 116 | 3, 640 
66. 17 4,612 | 305, 176 

38. 55 42,123 | 1,390, 


' 


each passenger originating on the respective local carrier paid to Northwest. 


393 


1 Assuming that each passenger originating on: Northwest paid to Northwest the same 


Jirlines interline traffic exchanged with local carriers in 1954 





AIR CARRIERS 


Total traffic 
exchanged 


Passen- 
gers 


809 
18 
35 
96 
300 
2, 334 
650 
356 
492 
286 
159 
164 
155 


63 


5, 917 


Revenue 


$1 





] 


8 


carriers in 1954 


1, 633 


4iv 
518 
, 463 
, 286 
452 
1, 693 
4, 447 
616 
, 602 
361 
489 
3, 302 
1, 157 


_ 


3 


WINN Por 


5, 204 


ortheast paid to» Northeast the same average fare as 


Total traffic 
exchanged 


Passen- 
gers 


3, 342 
92 
79 
2, 246 


5, 212 


686 | 


8, 482 
3, 168 
2, 614 
115 
942 
1, 594 
261 
9, 346 


58, 179 


! 


Revenue 


$207, 233 


2, 646 
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Sb 


81, 780 


, 569 


41, 604 
885, 100 


. 004 
2, 289 
3, 393 


41, 495 


73, 882 


‘ 


8, 190 


618, 418 


2, 394, 879 


average fare as 
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Trans-World Airlines interline trafic erchanged with local carriers in 1954 





Sr | cca fia Total traffic 
Traffic to TWA Traffic from TWA exchanged 


Local carriers 








Number Revenue | Number Revenue Passen- 

of pas- Revenue | per pas- | of pas- ven assen- | Revenue 

ae . Pe ca to TWA! gers 

sengers senger sengers 
Allegheny-. 12,433 | $379, 034 $30. 44 19, 717 $600, 185 32.170 $979, 219 
Bonanza-. i 2, 739 110, 060 40. 18 4, 637 186, 315 7, 376 | 296, 375 
Central 1, 136 69, 023 60. 76 754 1, 890 114, 836 
PO awn + vcksmins ; 3, 423 24, 177 36. 28 4, 856 7 8, 279 300, 353 
Lake Central-_...--- 8, 629 3, 196 20. 07 8, 596 72, 522 17, 225 345, 718 
Mohawk. ss 2, 338 204 35. 16 1,973 69, 371 4.311 151, 575 
North Central... 5, 052 194 50. 91 19, 639 999, 822 24,691 | 1,257,016 
Ozark. . ‘ 8, 415 296, 999 35. 29 10, 165 358, 723 18, 580 655, 722 
Piedmont 9, 049 269, 647 29. 80 11, 017 328, 307 20, 066 597, 954 
Fe . cnmee 3, 550 118, 162 33. 29 3, 761 125, 204 7, 311 243, 366 
Southern oe d 659 17, 169 26. 05 1, 143 29, 775 1, 802 16, 944 
Southwest_-....-- ‘ - 8, 229 625, 654 76. 03 5, 804 418, 469 13, 733 | 1,044, 123 
Trans-Texas. _ _. 1, 220 29, 515 24.19 1, 276 30, 866 2, 496 60, 381 
West Coast__-- 334 11, 603 34. 74 586 20, 358 920 31, 961 

EE 67, 226 2, 563, 637 38.13 93, 624 3, 561, 906 160, 850 | 6, 125, 543 


JAssuming that each passenger originating on TWA paid to TWA the same average fare as each pas- 
senger originating on the respective local carrier paid to TWA. 


United Airlines interline traffic exchanged with local carriers in 1954 


| | 
_— , | Meafia fe eres Total traffic 
lraffic to United lraffic from United exchanged 


Local carriers | 
Number | Revenue | Number 
of pas- Revenue per pas- of pas- 


} 
svenue -assen- 
Revenue Passen- | Revenue 








sengers senger sengers to t nited gers 

Allegheny. | 4,792 $195, 980 $40. 90 10, 262 $419, 716 15,054 | $615, 696 
Bonanza... 2, 391 71, 867 30. 06 6, 377 191, 693 8, 7AR 263, 560 
Central = 553 23, 327 42.18 612 25, 814 1, 165 | 49, 141 
Frontier } 8, 658 379, 237 43. 80 15, 706 687, 923 24, 364 | 1,067, 160 
Lake Centrai : 3, 368 93, 093 27. 64 5, 418 149, 754 8, 786 242, 847 
Mohawk... 8O4 71, 186 88. 54 643 56, 931 1, 447 128, 117 
North Central 8, 742 328, 747 37.61 31, 663 1, 190, 845 40,405 | 1, 519, 592 
Ozark 3, 708 127, 762 34. 46 8, 522 293, 668 12, 230 421, 430 
Piedmont 2, 467 137, 784 55. 85 3, 617 202, 009 6, O84 339, 793 
Pioneer 55 1, 447 44, 523 30. 77 1,445 44, 463 2, 892 | 88, ORG 
Southern... 630 30, 957 49.14 1, 183 58, 133 1,813 89, 090 
Southwest. -. 19, 176 766, 224 39. 96 27, 636 1, 104, 335 46,812 | 1,870,5 
Trans-Texas. _- 1, 250 45, 775 36. 62 1, 242 45, 482 2, 492 91, 
West Coast. -__- 11, 663 514, 052 44. 08 19, 842 874, 635 31, 505 | 1, 388, 687 

Total abiek elie 69, 649 2, 830, 514 40. 64 134, 168 5, 345, 401 203,817 | 8,175, 915 


! Assuming that each passenger originating on United paid to United the same average fare as each pas- 
senger originating on the respective local carrier paid to United 
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Western Airlines interline trafic erchanged with local carriers in 1954 


Total traffic 








l'raffic to Western lraffic from Western exchanged 
Local carriers 
Number Revenue Number Revenue Passen- 
of pas- Revenue | per pas- of pas- ee Revenue 
7 F s to Western! gers 
sengers senger sengers 
Allegheny 105 $2, 068 $19. 70 79 $1, 556 184 $3, 624 
Bonanza 2, 822 67, 85: 24. 04 4, 093 98, 396 6, 915 166, 248 
Central __- 140 3, 597 25. 69 110 2, R26 250 6, 423 
Frontier 3, 519 92, 074 26.17 5, 823 152, 388 9, 342 244, 462 
Lake Central 27 34 19. 78 12 237 39 771 
Mohawk 50 2, 0583 41. 06 41 1, 683 91 3, 736 
North Central 3, 824 92, 569 24. 21 2,149 52, 027 5, 973 144, 596 
Ozark 156 3, 648 23. 38 139 3, 251 295 6, 899 
Piedmont 122 2, 574 21.10 95 2, 005 217 4,579 
Pioneer 208 6, 142 29. 53 176 5, 197 384 11, 339 
Southern 46) 918 19. 96 35 699 81 1,617 
Southwest 5, 256 140, 192 26. 67 5, 511 146, 978 10, 767 287,170 
Trans-Texas. 250 6, 750 27. 00 145 3,915 395 10, 665 
West Coast 2, 031 54, 024 26. 60 2, 659 70, 729 4, 690 124, 753 
« _ — -_ 
Total _-_- : 18, 556 474, 995 25. 60 21, 067 541, 887 39, 623 | 1, 016, 882 


! Assuming that each passenger originating on Western paid to Western the same average fare as each 
passenger originating on the respective local earrier paid to Western 


Senator Monronry. There are no further witnesses. The com- 
mittee will stand in recess. The record will be left open for a few 
days for some witnesses who were unable to appear. 

(Whereupon, at 4: 15 p. m., the committee adjourned, subject to call 


of the Chair.) 


x 








